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ENERGY ECONOMICS ITALY 


MEDIUM-TERM OUTLOOK FOR OIL REFINERY CAPACITIES 
Rome RASSEGNA PETROLIFERA in Italian 5 Feb 82 pp 108-110 
[Article: "The Problem of Refining Today and Tomorrow"] 


[Excerpts] The refining industry on the whole, in Italy and abroad, today faces 
the necessity of adapting to the economic reality of the 1980's. In this decade we 
will see a considerable change in the size and shape of oil demand; there will be a 
growing availability of processed and semiprocessed products on the international 
oil markets, coming essentially from the OPEC countries. In the meantime, the eco- 
nomic necessity of investing in order to increase the light-products yield from re- 
fining of crude, or through reprocessing of heavy fractions, is become more urgent 
all the time. 


The Refining Industry in Italy 


In Italy, analysis of the recent years provides the following data. In 1975, 102 
million tons of crude were processed; this went up to 118 million tons in 1979, 
even as consumption decreased. In i980 there was a drastic drop, to 97 million 
tons, together with a limited change in the consumption pattern. The ratio between 
1979 and 1980 indicates that in 1979 the growth in national oil needs was coped 
with by importation of crude and by greater refinery activity, along with exporta- 
tion at traditional levels. 


In 1980, there was an approximately 50-percent reduction in foreign demand, with a 
contraction in the bunkering sector also and a decided increase in importation of 

finished products, even though domestic demand was more contained. This had very 

serious repercussions on general costs, because in relation to installed capacity, 
there was a drop in the already insufficient degree of exploitation of the instal- 
lations and therefore an increase in processing costs in particular. 


As for the breakdown of distiallation capacities by companies, the ENI [National 
Hydrocarbons Agency] has 41 percent; the international companies, 25 percent; and 
the independent operators, 34 percent. 


In this situation, the sector requires rationalization, in Italy too, with limita- 
tion of the primary-refining installations, encouraging elimination and chageover 
of obsolete production capacity, development of processing methods that are in line 
with the changed market conditions, initiation of construction Of installations with 
more intensive conversion and capable of doing processing of greater complexity, 
such as flexicoking or hydrocracking. 

















In this context, one may atte. pt to make a few short-term forecasts, on the as- 
sumption that the imperative nature of events is leading to considerable modifica- 
tions of the "fleet" of refining installations. 


In 1980, the refineries’ processing (of crudes and semifinished products) totaled 
97.4 million tons, or 57.7 percent of the country's total availabie capacity. 


In 1980, out of « total of 33 refineries, having an approved capacity of 211.6 mil- 
lion tons per year, there were 28 active refineries: this brought the balanced tech- 
nical capacity from 179.9 million tons per year [as published]. 


Medium- to short-term forecasts indicate (for 1985) a reduction of primary distil- 
lation capacity. 


It should be stressed that the Volpiano 3.5-nillion-ton refinery is about to be 
changed into a storage facility, and the Gaeta refinery, of the same capacity, is 
to become a coastal facility. 


As regards conversion capacity, it was 10.55 million tons in 1980, equal to 5.8 
percent of distillation capacity. The lubricants production capacity was 1.13 mil- 
lion tons. 


For 1985, the follwing forecasts can be made: cat-cracking should rise from the 
1980 level of 8.4 million tons to 9.2 million tons in 1985, by expansion of the ex- 
isting installations, while by means of new installations under construction, heat- 
cracking capacity should rise from the present 0 to 4.2 million tons per year. 


No change in the present 1l-million-ton coking capacity is anticipated. 
As regards visbreaking capacity, though, a considerable rise is expected, not only 
because of considerable capacity-expansion in already existing installations, but 


mainly through construction of new installations. 


Total visbreaking capacity will rise from the present capacity of 2.1] million tons 
to 13.6 million tons in 1985. 


As for the state agency's part in this increase, its capacity should go from the 
present 0 to a total of 4.3 million tons. 
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ECONOMIC CYPRUS 


NEW TAXES CONSIDSRED TO COVER BUDGZT SHORTFALL 
Nicosia TA NEA in Greek 12 Feb 82 pl 


[fext/ ‘Testifying before the House Finance Committee, Finance Minister A. 
Avxendiou revealed that the government plans to impose new indirect taxes to cover 
the alarming deficits of the 1982 budgets and that the taxes on luxury items will 
be increased. 


Avxendiou said that our total borrowing abroad today is 222 million pounds while 
our foreign exchange reserves are on the order of 208 million pounds. He added 
that the 1981 investments decreased to 100 million pounds compared to 108 million 
pounds in 1980, 


Taxation 


According to the Finance Ministry's detailed report, the 1961 budget revenues is 
expected to increase by 9.3 percent in 1982 with the result that the percentage 
participation in the revenue total will increase to 70.1 percent. More specifi- 
cally, it is anticipated that the indirect taxes will show an increase of 19.8 
percent--the greatest from any other reveme source. 


The revenue from indirect taxes in 1962 will increase from 31 million to % 
million pounds. There will be, that is, an increase of 16 percent which will be 
about equal to the anticipated increase in the Gross National Product. Real 
estate taxes are expected to increase around 72 percent. 


Concern About Deficits 


According to our reports the House Finance Committee expressed concern about the 
serious deficits in the submitted budgets. The committee noted that even though 
the margins exist for further reducing these deficits by adopting correct measures, 
still certain possible cuts in the outlays of the two budgets were not made nor do 
the cuts made reflect the strict policy of austerity and moderation the government 
so often and emphatically proclaims. 


Also pointed out was the need for gradually reducing the state budget nonproductive 
expenditures which have assumed disturbing dimensions since they absorb a signifi- 
cant part of the budget, and it was observed that increasing the state's income 











is necessary for covering the deficits. The committee added, however, that this 
increase in revenues in no way should be the result of an additional taxation of 
the popular masses and especially of the poorest classes, 


The committee ascertained that the major problems of the Cypriot economy are the 
reduced rate of increase of the gross domestic product; the increase of certain 
incomes beyond the possibilities of the economy; the energy crisis; the trade 
balance deficit; the increase of inflationary pressures; and the increase in 


unemploynent. 


The committee finally pointed out that the government mst face these problems 
decisively by adopting proper and necessary measures, 
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ECONOMIC | CYPRUS 


DETAILS PROVIDED ON IMPORTS, EXPORTS, TRADE BALANCE 
Nicosia 0 AGON in Greek 3 Feb 82 pl 


ffext/ Cur trade balance deficit in October 1961 was 18,921,000 pounds compared to 
19,297,000 pounds in October 1980. During the January-October 1961 period the 
deficit was 203,507,000 pounds compared to 199,926,000 pounds during the correspond- 
ing 1960 period. 


In October 1961 our imports reached 38,571,000 pounds while our exports during the 
same month had reached only 19,650,000 pounds. During the same month in 1960 the 
imports and exports were 33,665,000 pounds and 1), 368,000 pounds respectively. 


During the Jamary-October 1961 period the imports reached 399,716,000 million 
pounds and the exports 196,239,000 pounds. Turing the corresponding 1960 period 
the imports and exports were 356,209,000 pounds and 156,263,000 respectively. 


In the month under review our imports from socialist countries were 1,218,000 
pounds or 3.2 percent of the total imports while our exports to the same countries 
were 1,537,000 pounds or 7.8 percent of the total exports. 


Of the October 1981 imports, 48.7 percent or 18,796,000 pounds represented raw 
materials, 20.2 percent or 7,763,000 pounds were consumption goods, 17.9 percent 
or 6,919,000 pounds represented oil products, 7.) percent or 2,833,000 pounds 
represented capital goods and 5.7 percent or 2,209,000 pounds constituted 
transportation equipment. 


Of the October 1961 total imports, 46.1 percent or 17,775,000 were from Common 
Market countries while our imports from Arab countries represented 15.7 percent 
or 6,059,000 pounds. During the same month the imports of goods from other 
countries represented 35 percent of the total or 13,189,000 pounds. 


During October 1961 the exports of domestic products were as follows: industrial 
products 8),.8 percent or 13,509,000 pounds; agricultural products 9.5 percent or 
1,508,000 pounds; and ores 5.5 percent or 87,000 pounds. 


The Arab countries imported merchandise valued at 10,21,000 or 52.1 percent of 
the island's total exports during the month under review. Libya imported gceods 
valued at 2,032,000 pounds followed by Iraw with 1,77),000 pounds, Syria with 
1, 372,000 pounds, and Saudi Arabia with 1,235,000 pounds. The Common Market 














imported goods valued at 4,882,000 pounds or 2,5 percent during the same nonth, with 
the United Kingdom in firse place with imports valued at 2,891,000 pounds, followed 
by West Germany and Greece with importe valued at 184,000 and {56,000 pounds 
respectively, 


Finally, goods valued at 1,877,000 pounds or 9.6 percent represented supplies to 
ships and airplanes. 
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ECONCMIC CYPRUS 


BRIEFS 


LIBYA PROMISES PAYMENT--Minister of Commerce and Industry K. Kittis stated that 
during his recent visit in Libya he discussed with that country's Secretary of 
Economy Durdah the question of the pending debts by Libyan state agencies to 
Cypriot exporters. Durdah explained that the delays--which are not limited to 
Cypriots only--are due mainly to the change in the work and administration systems 
in various Libyan agencies. He said tnat the Libyan side sympathizes with the 
Cypriot exporters and promised to give «very priority tc the full payment of the 
debts owed. He gave assurances that the matter will be solved in the next few 
weeks. /Text/ (Nicosia 0 AGON in Greek 3 Feb 82 p1/ 7520 
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ECONOMIC DENMARK 


PARLIAMENT PASSES 1982 BUDGET WITH LARGE DEFICIT 
Copenhagen BERLINGSKE TIDENDE in Danish 25 Feb 82 p 8 


[Text]. The tense relations between the government and the parties both to 
the right and to the left of it marked the final debate in the Folketing on 
the budget yesterday. There were not many indications during the debate 
that sufficient cooperation among the parties is developing to ensure early 
and far-reaching economic measures to solve the unemployment problem. The 
climate in which the Social Democratic Party and its two possible compromise 
parties, the Socialist People's Party and the Radical Liberal Party, is not 
good, and there are serious conflicts between the government and the ‘four 
parties’ (the Conservative Party, the Liberal Party, the Center Democrats, 
and the Christian People's Party). 


The budget for 1982, which will replace the temporary Appropriation Act, 
which it became necessary to carry through on account of the elections to 
the Folketing, became finally adopted at the end of the debate yesterday by 
151 votes (Social Democratic Party, Conservative Party, Liberal Party, 
Socialist People's Party, Center Democrats, Radical Liberal Party, and 
Christian People's Party), while 17 members (Progressive Party and Socialist 
Left Party) voted against it. 


The Finance Act shows expenditures in the amount of 167 billion kroner (28 
billion kroner more than last year) and a deficit on the operating budget, 
the public building budget and the lending budget of 48 billion kroner, but 
nobody believes that these figures will come near to holding in that the ex- 
penditures which will result from the government's employment program have 
not been included. The deficit will become much larger, and that is why the 
new Finance Act was referred to as ‘unrealistic, dishonest, obscure.' 


It is the first time that the Socialist People's Party voted for the budget. 
Ingerlise Koefoed (Socialist People's Party) motivated this by saying that 
the Socialist People's Party regards it as its most important task in the 
near future to make the Social Democratic Party adhere to the aspects of the 
action program which mean more work places and more improvements within the 
social sector. 


Prime Minister Anker Jorgensen answered by stating that it was interesting 
that the Socialist People's Party made the action program of the Social 
Democratic Party its particular cause. This proved that the program ought 











to be carried through by the Social Democratic Party, the Radical Liberal 
Party, and the Socialist People's Party. 


However, Jens Bilgrav-Nielsen (Radical Liberal Party) was not of the same 
opinion: "The action program is not the meeting ground for the Social 
Democratic Party, the Radical Liberal Party, and the Socialist People's Party. 
In fact, the prime minister has probably recognized that the Socialist 
People's Party will not accept the means which will have to be employed." 


The tone between Anker Jorgensen and the Socialist People's Party became 
quite sharp during the debate. In reply to Ingerlise Koefoed's complaint 
that the Socialist People's Party had not been properly informed prior to 

the negotiations on the devaluation last Sunday, the prime minister said 

that this was a lot of emotional nonsense. "We owe nothing at all to the 
Socialist People's Party. We do not consider that we owe the Socialist | 
People's Party a debt of gratitude for advocating us as the government party, 
you needed not have done that’ But, incidentally, during the stage of ori- 
entation, you got a little more than the other parties because you, after all, 
want to support the action program." 


Ingerlise Koefoed answered that she was merely asking for a certain amount 
of politeness, but, as it turned out, this could not be had. She had noted 
Anker Jorgensen's remark about a debt of gratitude. "I take note of that-- 
and make my own reflections." 


Later during the debate, the prime minister complained that the Radical 
Liberal Party was pulling in one direction, the Socialist People's Party in 
the other. He felt compelled to tell the two parties that if they do not 
want to reach a compromise, it will not be possible to govern the country 
in the present parliamentary situation. "Not because we have absolute 
power but because this is, in actual fact, the only political possibility, 
the Socialist People's Party and the Radical Liberal Party will have to 
yield to the views of the Social Democratic Party. I want to ask you to do 
that," he added earnestly. 


Jens Bilgrav-Nielsen said in response that, despite downright. rebuffs from 
Minister of Finance Knud Heinesen and the political spokesman Mogens Camre, 
the prime minister still clings to the hope of getting the Socialist 
People's Party to join it. But because of the very fact that there was no 
alternative to the right in the Folketing, the Social Democratic Party was 
under strong obligation to work on the basis which the party itself had 
created, and which it knew it could not get the Socialist People's Party to 
agree to. 


The minister of finance told the non-socialist parties that the only 
practical possibility was a cooperation with the government on the economic 
policy. "The alternative to the Social Democratic government is parlia- 
mentary chaos," he added. This statement occasioned Palle Simonsen (Con- 
servative Party) to note that the minister of finance had lately become 
incredibly arrogant. 











The remainder of the debate concerned an evaluation of the government's 
connection with the devaluation situation recently. The referendum in 
Greenland received practically no attention--apart from the fact that Steen 
Folke (Socialist Left Party) congratulated Greenland on the result. 
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ECONOMIC FINLAND 


GOVERNMENT COMPLETES BILL FOR JOBS PROGRAM 
Helsinki HELSINGIN SANOMAT in Finnish 12 Feb 82 p 29 
[Article: '7obs Program to Employ Less People Than Last Year" ] 


[Tex ] The state's jobs program for this year, which was debated for a long time 
and will amount to a total of approximately 5.75 billion markkas, was approved on 
Thursday in the government after a vote. 


The votes of the Center Party ministers determined the decision and the question 

of conflict connected with the program was finally resolved in such a way that 36.5 
million markkas will be transferred from projects in Southern Finland to areas with 
the highest rates of unemployment. 


A decision in principle concerning the use of employment funds in the current year 
was also made in the government after the same kind of vote. A change of vote by 
the nonsocialist ministers in the original proposal brought about a situation in 
which employment funds in the labor districts of Helsinki, Tampere, and Turku will 
remain at the same level as last year. 


The jobs program and the employment program approved in connection with it will 
employ an average of 32,900 in the period from January through August. The number 
is 300 less than for the corresonding period last year. The employment program 

to be funded from appropriations of the Ministry of Labor will amount to approxi- 
mately 386 million markkas and the number of people employed as a result of it will 
be approximately 4,500. 


However, the government was unanimous in its statement appended to Thursday's de- 
cisions. According to the proposal made by Labor Minister Jouko Kajanoja (Commu- 
nist) the government considered that the state's works departments such as the TVH 
[Road Network Administration] and the Construction Administration should keep suit- 
able work projects in reserve. 


According to Kajanonoja there have been deficiencies in the readiness of these works 
departments. Kajanoja considers that this has been partly intentional so that the 
departments can in practice accomplish projects in their own order of priority. 


Decision Contrary to Budget 


Minister Kajanoja criticized the decisions and considered that they mean, among 
other things, a departure from the appropriations already approved in the parlia- 
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ment's budget. As far as the jobs program is concerned, according to Kajanoja the 
Jecision means that certain projects already approved in the budget for areas in 
Southern Finland will be eliminated or their commencement will be postponed. 


On the other hand, the decision in principle concerning the use of employment funds 
will according to Kajanoja mean an increase in unemployment by 2,000--4,000 in the 
three southernmost labor districts. 


In the dissenting opinion appended to Thursday's decision Kajanoja considers that 
the government should have retainei the jobs program in a form in accordance with 
the budget and at the same time decided on the adoption of a 100-million markka 
appropriation in the next supplementary budget for reducing unemployment in areas 
with the highest rates of unemployment. The supplementary budget thus would have 
included 50 million markkas for the construction of rental housing, schools, and 
libraries as well as investment subsidies. 


Compared with last year the real value of employment funds have now increased sev- 
eral percent according to Kajanoja. However, the jobs program will not be able 

to prevent the growth of unemployment since these funds will now employ approxi- 
mately 500 less people than a year ago. 


Additional Program in September 


The transfer of funds from Southern Finlana to the north was justified by, among 
other things, the fact that the government has already made a decision in princi- 
ple on the development of certain areas. According to the decision the number of 
people employed in government projects should not be reduced in comparison with 
last year. 


However, in practice jobs will be weighted toward Southern Finland more than be- 
fore. According to Kajanoja the Ministry of Labor would need considerably more 
money in order to be able to compensate for the preponderance of these jobs with 
job opportunities in areas with the highest rates of unemployment. 


The employment program was now approved only until the end of August. In the fall 
it is intended to compile a supplementary program for the remainder of the year. 


Without a supplementary program the total strength of the state's works departments 
would be 29,100 people on the average in the period from September through December. 
This number would be 4,700 less than in the fall of last year. 
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ECONOMIC FINLAND 


BORDER TRADE WITH USSR RISES TO NEW RECORD 
Helsinki HELSINGIN SANOMAT in Finnish 12 Feb 82 p 29 
[Article: "Finnish-Soviet Border Trade Increased 15 Percent"] 


[Text] The value of border trade between Finland and the Soviet Union increased 

to a new record last year. According to preliminary data of the Licensing Office 
the value of border trade wis approximately 85 million rubles or more than 510 mil- 
lion markkas. The increase from 1980 was approximately 15 percent. 


Last year's increase in border trade occurred as the result of new export- and im- 
port articles. For this reason the proportion of imported raw wood decreased from 
50 percent to 40 percent, but still retained its position at the top of the list 

of imports. New import products included, among other things, various construction 
materials and chemical products. 


Textiles made up the largest amount or 50 percent of the proportion of Finland's 
exports. Other products were, among other things, leather coats and shoes, for 
which last year was the first significant year for such products in border trade. 
Highly processed agricultural products, among other things, were exported for the 
first time. 


In the Soviet Union border trade is managed by V/K Lenfintorg [possibly All-Union 
Office of Leningrad Oblast-Finnish Trade] under that country's Ministry of Foreign 
Trade and has trade relations with more than 280 Finnish firms. Lenfintorg deli- 
vers products from more than 500 Soviet production plants to Finland. 


The activities of this foreign trade association extend from Leningrad to Arkhan- 
gelsk, Murmansk, the areas of Vologda, Pihkova, and Novgorod, the autonomous re- 
publics of Karelia and Komi, and to the Baltic countries of Estonia, Latvia, and 
Lithuacia. 


"Trade Could be Expanded" 
In the opinion of Lenfintorg Director Oleg Ryumyantsev trade could probably be ex- 


panded by taking advantage of the production- and natural resources of the northern 
and other areas located in the vicinity of the border. 
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More than 25 million peaple live in this large and economically developed border 
trade area of the Soviet Union. Thus, import- and export opportunities are far 
from being completely exhausted even though the amount of border trade has increased 
rapidly in recent years. 


According to Ryumyantsev the Soviet people are very familiar with Finnish consumer 
goods such as clothing and sewn articles, perfumes and cosmetics, sports items, 
carpentry products, wrought iron products and locks as well as construction mate- 
rials. 


"In addition to raw materials and semi-finished products the Finns purchase ready- 
made products such as musical instruments, crystal and porcelain products, dishes, 
toys, souvenirs, bicycles, and art work," states Ryumyantsev. 
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ECONOMIC FRANCE 


STEEL INDUSTRIES ACQUIRE NEW CHIEFS, DESIGN RECOVERY PLAN 
New Leaders’ Backgrounds 

Paris L'Usine Nouvelle in French 4 Feb 82 p 43 

{Article by Alain Rauche: "Two Bosses for One Plan"] 


[Text] Although the respective careers of Raymond Levy and Claude Dolle, tapped 
by the administration to head Usinor, the other Sacilor, are very different, they 
are both "technicians" who know the steel industry to varying degrees. The future 
president of Usinor, Raymond Levy, 54, engineer at the mining department and a 
graduate of MIT, has spent most of his career in the oil industry. He has, there- 
fore, taken part in the successive changes of the state oil firm Elf-Aquitaine. 

A worker in the field, he was for many years in charge of the firm's exploration 
and production, before being named vice president of Elf and president of Elf 
France. He did not reach the top, because Albin Chalandon was chosen to succeed 
Pierre Guillaumet. In August 1980 he was caught in the conflict which opposed 

the president-director general of Elf with Andre Girard, then minister of industry, 
and he had to leave his post for the honorific one of vice president of Erap. This 
was a deadend which did not suit him, and 6 months later he left the oil industry 
for steel, and became president of the French Special Metals Company, which had 
resulted from the union of the fine steel departments of Usinor and Creusot Loire. 


Raymond Levy emphasizes his independent spirit ("I am an apolitical director," he 
stated to L'USINE NOUVELLE) as well as his preference for social dialogue. A 
cautious man, he is also a determined man--these qualities (they can sometimes 
work against him) will be invaluable to Usinor's P-DG [President-Director General], 
who will have to manage a firm which is losing 3.5 billion francs but which is 
going to receive a lot of money. ("Bad management quickly arises where there is 

a lot of money!") The man likes to convince through demonstration and he uses few 
images. One applies well to his attitude toward his job: "I like turning points 
as long as they have very large arcs!" 


Claude Dolle, 52, future president of Sacilor, also uses few images. This 
deceptively calm man, who is more direct and spontaneous than he appears, spent 
his entire career in the steel trade until last June, when Pierre Dreyfus tapped 
him to deal with mechanical and metallurgical industries and raw materials in his 
cabinet. After 22 years in industry and several years of activisim in the Social- 
ist Party, he spent 8 months in the cabinet and returned to industry. But what a 
climb! 
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Between 1957 and 1979, Claude Dolle, a graduate of the HEC [School for Advanced 
Business Studies], successively held the posts of sales director and director at 
Stinox. In 1979 he went to Covepum where he was director in charge of the 
Gennevilliers division of PUM [Metallurgical Factory Products]. For the last 6 
months he has been responsible for preparing the nationalization of Usinor and 
Sacilor (he was the administration's delegate), and Claude Dolle has shown his 
composure and penchant for dialogue. He is the one who, with Pierre Gadonneix, 
devised the machine-tool plan which he had no trouble selling to the industrialists 
who are now negotiating their reorganization. 


It should be added that the two future directors get along well. This condition 
was paramount for Pierre Dreyfus and for the chosen candidates. It seems to be 
shared, since Raymond Levy has even added that "the revival of the steel industry 
depends on the quality of their ability to work together." This will be another 
advantage in facing some difficult tasks. 


New Plan for June 1982 
Paris L'USINE NOUVELLE in French 4 Feb 82 pp 42-43 
[Article by Jean Roume: "The Marathon Has Begun"] 


[Text] Can Raymond Levy and Claude Dolle develop a coordinated 
program of modernization and increased efficiency in 2 months? 
This will be the primary condition for implementing the steel 
plan by 30 June, the date set by the administration. 


The obstacle course is beginning for the new presidents of Usinor and Sacilor. 
According to the administration's schedule, they have only 5 months to develop, 
negotiate and implement a “steel plan" which will, within 5 yeers, reestablish 
the permanent competitiveness of the French steel industry in relation to its EEC 
partners. 


This is a sizeable task which is strewed with all sorts of difficulties and which, 
in the recent past, has already exhausted a number of administrations, experts, 
and individuals who were all known to be competent. 


Raymond Levy and Claude Dolle's first lap must be finished by the end of March. 
By this date they must present coherent programs of modernization and increased 
efficiency to the steel roundtable. 


In order to do this, each will first inventory quickly the economic, financial, and 
human problems of his firm. This means analyzing and understanding the inner work- 
ings of firms employing 30,000 to 35,000 persons each in several dozen complex 
factories of all sizes, making different products, and located throughout over half 
the country. And they cannot forget the special steel plants which were recently 
"satellized"--the Normandy Metallurgical Society, temporarily taken over in equal 
parts by the North and East firms, and Ugine-Aciers, of which Sacilor has just 
acquired 78 percent of the capital. 
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Almest every production center has its problems, but each also has possibilities 
for modernization to present to the new directors, who will have to listen to 
everyone. 


As their second step they will have too choose from among the investment projects, 
since they will not all be accepted. As far as we know today, a number of them 
foresee increasing production as a surer route to proiits. 


The Administration Will Name a Coordinator 


The Brussels Commission has, however, asked member countries to reduce the 
capacity of their factories in order to adapt them, in the longrun, to a shrinking 
market, and also because the 5 billion francs promised annually by the public 
authorities to finance the steel plan are not enough to get everything done. It 
even seems as if the conditions and the schedule for releasing these funds have 
yet to be defined. 


Once their decisions are made and they have the best programs for reestablishing 
the productivity of their firms, Raymond Levy and Claude Dolle, in this third 
stage, will meet with the coordinator which the administration should soon name. 
This "Mister Steel Plan" will have the difficult task of getting the two presidents 
to prune overlapping expenditures and those which cause useless competition. At 
the same time their tasks will consist of organizing the expenditures selected by 
each one so as to encourage all gains in productivity and all possible synergy at 
the national level. 


It no longer seems to be a question, as was mentioned at one time, of having Usinor 
specialize in flat items and Sacilor in iong items. But even if a large array of 
products is kept in each firm, it could be difficult to establish consistency 
between their programs, because nationalization does not mean that the traditional 
rivalry between the two firms should end. 


Too Many Factories for Certain Products 


Here is a characteristic example: in France today there are 6 or 7 factories 
producing a little over a million tons of long products from alloy steel, without 
mentioning those which with modern methods (ladle refining), could produce such 
items. This is obviously too many. And each firm will certainly not be lacking 
in arguments to show "Mister Steel Plan" that investments concerning this category 
of products should be concentrated in their own factories, and that those of the 
opposition are the ones that should be converted or closed. The same goes for 
other products and other factories. 


During the month of March, the coordinating committee should make all the agreements 
necessary in crder to submit a clean draft to the administration and to the 
roundtable. 


Will Raymond Levy and Claude Dolle be able to keep this wager in 8 weeks? They 
will certainly do all they can to meet the deadline which has been set for then, 
but this appears difficult. The future P-DG's have more than one difficulty to 
contend with! Upon learning of their appointments, an individual in the steel 
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industry told us that these presidencies at the present time couJd hardly be 
considered "gifts." This is exactly the general feeling. 


Interview With Levy 
Paris LE NOUVEL ECONOMISTE in French 8 Feb 82 pp 38-39 


[Interview with Raymond Levy, new president of Usinor, by Jacques Barraux of LE 
NOUVEL ECONOMISTE, date and place not specified. ] 


[Text] Levy's revitalization plan will be based on the principle 
of submitting Usinor to as strict a management as possible. Al- 
though the social concerns of the state-s*ockholder cannot be 
ignored, the keyword in his strategy will still be competitiveness. 


It is official. The administration has placed at the head of Usinor a 54-year-old 
chief engineer of the mines department, Raymond Levy, vice president of Elf- 
Aquitaine, who in 1980 became the P-DG [President-Director General] of a joint 
subsidiary of Usinor and Creusot-Loire, the French Special Steel Company. 


Levy will arrive alone at Usinor. He does not want to disturb the management 

staff set up by Claude Etchegaray. His experience as a negotiator and a specialist 
in mergers will be invaluable to him. With a sales volume of 17.4 billion and 
losses of 3.4 billion francs in 1981, Usinor is only halfway in its salvation 
program. 


LE NOUVEL ECONOMISTE: You have the reputation of being a man of public service. 
Did you accept the presidency of Usinor as a sort of service ordered for an already 
lost national cause or do you think, on the other hand, that France can one day 
have a profitable steel industry? 


Raymond Levy: The resurgence of Usinor does not seem to me to be a lost cause at 
all. I accepted Pierre Dreyfus' proposal because I am convinced that the firm 
can be stabilized. I am not unaware of the perilous nature of the mission with 
which I have been entrusted, but let's not forget the reorganization done by my 
predecssor, Claude Etchegaray. The causes of the steel crisis can be perfectly 
identified. For 3 years the board of directors of Usinor has been dealing with 
them effectively. I am taking over with the additional help given by national- 
ization. 


LE NOUVEL ECONOMISTE: Taking into account the situation on the world market, what 
strategic goal have you set for Usinor? 


Raymond Levy: Steel is no longer a developing product, even if it is a shame, for 
example, that the French construction industry prefers concrete. European 
production is bound to stagnate somewhat. This does not mean at all that Usinor, 
the sixth largest European producer, cannot expect to reestablish normal manufac- 
turing conditions. Henceforth, the strategic goal is simple: to align the 
industry along the most competitive European steelmaking norms. When crisis 
strikes a market, a single policy ensures the survival of a firm--being in the 
position of the "last drowned." 


18 





LE NOUVEL ECONOMISTE: Why refer only to Europe? 


Raymond Levy: Because there is an EEC market, and this market is tougher than the 
world market average and because it has excellent competitive standards. At the 
present time it is clear that German producers are in an enviable position. Because 
they have the best means of production, they are able to impose their viewpoint on 
their less fortunate colleagues. 


I.E NOUVEL ECONOMISTE: In 1980 Usinor lost 2.2 billion francs. In 1981 losses 
climbed to 3.4 billion. What do you believe are the conditions for returning to 
balanced accounts? 


Raymond Levy: The first condition is to continue the collective effort to bolster 
prices within the EEC. You must realize that our prices have sometimes been lower 
than Japanese and American domestic prices by at least a third. The second con- 
dition is to pursue a large-scale reorganization and investment program, not, of 
course, to increase production, but to improve factory productivity and product 
quality. 


LE NOUVEL ECONOMISTE: Have you received any definite commitments from the govern- 
ment about investments? 


Raymond Levy: The minister of industry has publicly announced support to double 
expenditures for investment: 25 billion francs over 5 years. 


LE NOUVEL ECONOMISTE: Will you have as much luck with the EEC prices? 


Raymond Levy: I am delighted to see that Etchegaray has retained the presidency 
of the association of European producers, Eurofer. We must make the Italians and 
the British abide by the collective rules. (Since 1974, Italy is the only country 
which increased its production.) | 


Usinor and Sacilor should be able to count on the standardization of European 
prices. Peugeot, Renault, Fiat and Volkswagen buy their sheet metal in Europe. 
They should receive the same conditions, no matter who their suppliers are. 


LE NOUVEL ECONOMISTE: Ti:e state is ready to finatce your investments, but it will 
undoubtedly advise you to be cautious in eliminating jobs. How do you plan to 
reconcile the rules of good management with social peace? 


Raymond Levy: Our strategy must be centered on competitiveness. but we cannot 
ignore the concerns that you have mentioned. 


At the present time we are undertaking, in conjunction with Sacilor and under the 
mandate of the public authorities, an in-depth study of the development plan for 
our industry. First of all it calls for identifying the least favorable sites, 
some of which are useless in the long term--Usinor's future geography will be 
different from its present geography. We then must determine the equipment needed 
by the most suitably place factories and determine the cost. 
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Once this study is completed, an order of priority will be developed and a plan 
established, which the public authorities have said will be widely discussed. At 
some point or another, arbitrary decisions will have to be made. Where we would 
like to close a factory we will perhaps be asked to keep it open; likewise, if we 
are forced to eliminate jobs, we will be obliged to create jobs elsewhere. 


Such obligations should be calculated in our accounts and, it seems to me, be 
financially compensated for by the public authorities, 


I am not concerned by the foreseeable interventions of the public authorities. My 
only wish is that they do not oppose the necessity of placing Usinor under as 
strict a wanagement as possible. Everyone will benefit from it: the state, the 
firm's staff, and the taxpayers. 


LE NOUVEL ECONOMISTE: Where are you going to concentrate your investment effort? 


Raymond Levy: Usinor's strong points are well-known: the two factories on the 

water at Dunkerque and our joint subsidiary with Sacilor, Solmer. A large-scale 
modernization effort is needed in Dunkerque because the factory is over 20 years 
old. 


LE NOUVEL ECONOMISTE: The Ministry of Industry will soon begin the task of 
coordinating Usinor and Sacilor in order to harmonize their policies. Aré you 
ready to accept strategic advice coming from the outside? 


Raymond Levy: Usinor's strategy will be conceived within Usinor itself, but it 
will be necessary to coordinate with our partner Sacilor. However, I do not, at 
all, want to see the two groups assigned rigid specialities. Even if Usinor is 
oriented more toward flat products I would like to manufacture a large variety of 
products. 


LE NOUVEL ECONOMISTE: Compared to your experience in the oil industry, does steel 
seem to follow specific rules? 


Raymond Levy: The differences are considerable. Agreements among oil producers 
are forbidden. In the steel industry they tend to be an anticrisis tool. Another 
difference is that oil producers do everything to reduce their transportationcosts. 
In steel, however, raw materials, intermediary products and finished products 
travel in every direction and the commercial interpenetration of a country seems to 
be the rule for the transporters’ greatest profit. 


LE NOUVEL ECONOMISTE: Do you fear increasing union demands when the board of 
directors meets with the workers’ representatives? 


Raymond Levy: On the contrary, I believe that this will be a chance to try what 
the German steel producers succeeded at. German competitiveness is due partly to 
the consensus that was formed between managers and employees' representatives. It 
is up to the directors to tell management and workers the truth. If they speak 
clearly, I am sure they will be understood and helped. 
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ECONOMIC FRANCE 


INDUSTRY EXPLORES WAYS TO ASSURE STRATEGIC METAL SUPPLIES 
Paris LE NOUVEL ECONOMISTE in French 8 Feb 82 pp 26-29 
[Article by Olivier Drouin: "Metals: France Protects Itself"] 


[Text] Germanium, beryllium, vanadium...deposits of 
strategic metals are to be found abroad. In order 

to protect itself from the risks of obtaining supplies, 
French strategies alternate buying with stocking. 


"And beryllium? We're thinking about beryllium?" In his huge office on 
Messine Avenue in Paris, Pierre Gadhile, the head of GIRM (Metal Importers 
and Distributors Group), sometimes becomes annoyed at seeing current 
interest focused on problems of energy dependence. As soon as the petroleum 
situation eased and made everyone forget the Middle East's influence for a 
moment, the Franco-Soviet natural gas contract began raising fears of future 
dependence on Mowcow. Is it "the Finlandization of Europe..." as Ronald 
Reagan claims, or simply a necessary diversification of our supplies, as 
Francois Mitterrand has replied? Time will tell. But for the moment Gadhile, 
who for many years has been responsible for the top secret stockpiling of 
strategic metals for the public authorities, knows full well that if there 
is one area where France, unlike many other Western countries, is now in an 
almost totally dependent situation, it is that of minerals. 


This dependence is a bit less obvious because it takes up a less significant 
portion in the balance of payments. This year France will spend Fr 25 bil- 
lion for its purchases of metals abroad, 5 times less than for its oil pur- 
chases. However, it is not any less dangerous. Despite its small proportion 
in the trade deficit, a disruption in the supply of a metal can suddenly 

halt the production of an entire sector. If there is a lack of cerium, which 
is indispensable in the production of lighter flints, no one will think 
there is a catastrophe except manufacturers of flints and cigarette lighters. 
But without yttrium, another metallic element from the rare earth category 
(fortunately, Rhone-Poulenc is in the position of being a world leader for 
this metal), the entire production of color televisions would stop. Without 
cobalt (crucial in the manufacture of magnets) or without copper, the entire 
electronics sector would be affected. "Everyone knows that a car needs gas," 
explained Gadhile. "But they forget that an automobile contains at least 15 
different metals. Even in a ballpoint pen there are at least a half-dozen." 
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No one really fears, at least in the decades to come, a physical shortage or 
exhaustion of global resources, But temporary disruptions can occur due to 
political crises and the pressures and fluctuations artificially created by 
oligopolies' influence, and with good cause, Western strategies. 


Two single countries, which do not particularly fall in the category of 
"reliable countries," control the bulk of world resources in a wide gamut 

of metals: the Soviet Union and South Africa. The number one world metal 
producer with over 20 percent of world production, surpassing the United 
States, is the USSR which holds an array of titles. It is the number one pro- 
ducer of silver, asbestos, manganese, mercury, iron, nickel, magnesium, lead, 
cadmium, and titanium sponge. It is the number two world producer of 
vanadium, chrome, gold, tungsten, zinc, copper, platinum, beryllium, and 
barium. The Soviet's attitude in the past has spread a wave of panic in the 
West. In 1979, after flooding the world market for 20 years, they suddenly 
interrupted their exports of titanium sponge (the first process in producing 
titanium-metal, widely used in aeronautics), thus particularly forcing 
specialized factories in France to shut down. The neéds of a military pro- 
gram for submarines with titanium hulls and the adoption of a general plan to 
limit exports of strategic metals were the probable reasons for this Soviet 
shift. 





No titanium--no airplanes. This metal, vital in the construction of heat 
exchangers in thermal power stations, is also widely used in aeronautics. 

A Boeing 747 contains 33.5 tons and a Bl bomber 92 tons. Although the 
Soviets, in search of hard currency, have again begun deliveries, France 
has become totally dependent on the Japanese. According to certain experts, 
the Japanese are adopting a twofold strategy. This will take the world 
leadership in titanium sponge, cr even in titanium metal, and then become 
involved in production by making manufactured products (such as airplane 
engines), since their control of the raw material could seriously hinder 
their competitors. 


Secrets 


Another rumor is that of a USSR-South Africa "connection" whereby the two 
countries maintain secret contact in order to regulate diamonds and gold (of 
which they are the two largest producers), platinum (between them they pro- 
duce 97 percent of the world's supply), and some strategic metals on the 
world market. ; 


But there is no need for rumors in order to have the experts worried. The 
titanium affair was not the only serious alarm in the recent past. In 1978 
the events in Shaba--about 70 percent of world cobalt production is con- 
trolled by Zaire and Zambia--caused an explosion in cobalt prices which 
increased tenfold in 48 hours. This has made mineral dependence evident and 
there is little chance of changing this in the short term. This is both a 
political and a geophysical matter. 


The mining inventory conducted in France since 1975 by the BRGM (Bureau of 
Geological and Mining Exploration) has resulted in a few discoveries (in 
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Brittany), but these will not be of much further use. From the Conference 
on the Law of the Sea to international symposia, the exploitation of 
maritime mineral resources has resulted in a lot of paper, but the poly- 
metallic nodules which cover the ocean floor are not yet close to being 
brought to the surface. Efforts have been made to increase metal salvage 
and to economize on raw materials. Today recycling provides about 30 percent 
of French supplies, but all of this is inadequate. Im order to protect 
themselves against supply risks, the public authorities are counting on two 
factors: building a strategic defensive stockpile and reinforcing the inter- 
national role of French mine operators. 


The decision to build a national stockpile of mineral ore was made in 1975. 
The stated goal was to have, by 1985, a stockpile valued at about Fr 5 
billion which would equal a 2 months overall supply. This stockpile, if 
added to commercial firms' inventories, would enable France, on the average, 
to forestall a total shortage fer about 6 months. The-strategic stock 
Management committee, an informal structure which includes representatives 
of several ministries (finance, industry, defense, etc.) places the orders 
of GIRM, which is responsible for buying, selling, and managing the inventory. 
This variable capital corporation, which now has 170 stockholders (mostly 
companies interested in the industry and trade of nonferrous metals and each 
holding one share), was founded in 1939 to improve the country's provisioning 
during wartime. Later its function was reduced almost exclusively to the pur- 
chase of copper, the metal which France buys the most of. (Four billion 
francs' worth is imported each year.) At present, GIRM imports 70 percent 

of French copper and it is 1 of the 3 largest purchasers in the world. In 
1975 Gadhile and his 34-member staff, asked by the government to conduct a 
lst series of purchases for Fr 250 million, were forced to become involved 
with other metals. One of GIRM's imperatives is discretion. They cannot 
reveal the location of hangars, factories, and military buildings where the 
stock is warehoused, nor can they indicate its exact makeup. "If industrial- 
ists and buyers knew what we are stockpiling," said Gadhile, "they would be 
tempted to reduce their own precautionary stocks because they would think 
the state would cover them in case of difficulty. We obviously do not want 
that." 


Theoretically, the makeup of the national stock and the relative share of 
each substance (up to 1 year's stock for some, several weeks for others) 
takes into consideration 2 priority criteria: the economic significance of 
an area of production which could be affected by a halt in delivery of a 
given metal (the area "arms industry" obviously holds a privileged place), 
and a mineral's degree of vulnerability, which is evaluated on the basis of 
the number and kinds of countries which produce it. Although it is the 
primary source of the deficit, copper is not considered "priority" because 
world production is plentiful. The 10 substances considered sensitive are: 
chrome (South Africa controls 63 percent of world reserves, Zimbabwe 34 per- 
cent), manganese, germanium (used in electronics and infrared technology), 
cobalt, vanadium, titanium sponge, beryllium, molybdenum (the American firm 
Amax controls 50 percent of world production), tungsten, and zirconium (used 
in encasing nuclear fuel). 
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Stocks 


The financing of strategic stock was first assured through budget allocations 
but is today based solely on the financial market. In 1980, while deciding 
on a second group of purchases of Fr 1.6 billion for 1980-81, the administra- 
tion created an original public establishment, the French Association for 

Raw Materials (headed by Francois de Wissocq, director of energy and raw 
materials), who took out bank loans and issued bonds (Fr 500 million, for 
example, in September 1980). The stock was accumulated more quickly with 
this method of financing. "In 1975, with an allotment of Fr 250 million, we 
got off to a good start," said Jeat-Pierre Hugon, chief engineer at the mines 
department and former head of the raw materials department at the Ministry of 
Industry. "We made a large purchase of 100 million, then another of 150 for 
about 30 substances. But then, because we didn't have any budget credits, we 
lost a lot of opportunities. There were some terrific deals to be made 
between 1977 and 1979, because we were systematically looking to buy against 
the market when prices were low." The first group of purchases of 250 
million, nevertheless, paid off--it is now worth Fr 550 million which brings 
the present value of the stock to over 2 billion. 


France is now the most advanced country, behind the United States, in the 
policy of strategic stocks. The Germans have tried to implement a similar 
system but have run up against financing problems. The British are still in 
the planning stage. The Japanese, who are especially interested in taking 
control of foreign mineral resources, had begun to stock copper but they sold 
their stock in 1978, when the price was at its lowest. Zairian and Zambian 
mineral authorities became angry at this and went to Tokyo to complain. Since 
the Korean war, Americans have built up enormous stocks at great cost. 

"The American philosophy is to build up stocks guided by a wartime hypothesis," 
explained Gadhile. "In France we are more concerned with security in times 
of peace." As a result, the Americans have often bought at any price 

without touching their stock later, and prices have become exorbitant. "I 
was able to look at the accounts of the American stock," said Hugon. "An 
inventory check at the end of 25 years shows that their accounts were 
definitely in the red in terms of actual dollars. We hope to compile a stock 
which will also be an economic precaution by buying at low prices and resel- 
ling substances on the basis of priorities of the moment." The American ad- 
ministration is beginning to adopt this attitude under pressure from Congress. 
The General Services Administration, which manages the American stock, began 
a program in March 1981 to restructure strategic stocks (worth over Fr 90 
billion) by increasing the priority substances (cobalt, tantalum, titanium, 
etc.) and by selling excess ore (silver, tin, tungsten, mercury). 


By compiling a national stock, France hopes to arm itself defensively but 
also to arm industrialists psychologically during their discussions with 
producers. But true security in the face of dependence lies in French mine 
operators’ intervention on the international scene. Although France controls 
a sizable portion of nickel resources (thanks to New Caledonia), and of 
uranium (with Cogema, Imetal and Minatome, subsidiary of PUK [Pechiney- 
Ugine-Kuhlmann] and the CFP [French Petroleum Company]), and although France 
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is a leader in the aluminum (thanks to Pechiney) and zirconium (with Cezus, 
subsidiary of PUK) markets, it does not yet have a mineral company of world 
stature as it does in the petroleum field. 


The administration is currently thinking of increasing the size of operators, 
coordinating their efforts, and establishing Imetal (of the Rochschild group), 
whose parent company is going to be nationalized, as a focal point for the 
industry. "French mining operators do not invest enough," said Rodier, head of 
the underground raw materials department at the Ministry of Industry. "Over- 
all, investment accounts for only 15 percent of wheat needs to be done to 
control what we consume. We must define a more voluntarist policy." Until 
now the bulk of the effort has focused on a single product--uranium. For 
example, almost all the investments in Africa in the last 10 years involved 
this ore. Efforts made abroad have also been relatively scattered. Elf- 
Aquitaine is searching for minerals in France, in Australia (38 percent and 
28 percent of investment--Fr 104 million in 1980), in Canada and in the 
United States. The prime goals have been uranium, copper, and zinc. 





Besides uranium, Cogema has bought from BRGM [Bureau of Geological and Mining 
Exploration] a 27 percent participation in the copper deposit of Tenke- 
Fungurume in Zaire and is hoping to strengthen its mineral diversification. 
Coframines, a subsidiary of BRGM (with shares held by the General Society, the 
BNP [National Bank of Paris], Cogema, and CFP) is in Africa and Peru and is 
currently participating, along with Penarroya, a subsidiary of Imetal, in a 
large copper project in Portugal which should start in 1986. "We must be 
more diversified by country and substance," Pierre Boisson, director of 
industrial strategy at the Ministry of Industry, said a few months ago before 
vacating the presidency of Coframines. Despite his efforts, the joint mineral 
investments of French firms are still significantly less than those of large 
multinational firms such as Amax and Rio Tinto. 


Unable to invest directly in foreign mining operations, some firms have 
tried to establish permanent links with producing countries. This is the 
logic behind the operation undertaken between Thomson, a large consumer of 
copper, and Zambia. In 1977 Guy Brana, ddeputy director of Thomson-Brandt 

in charge of electroindustry, who had the firm support of the public authori- 
ties, negotiated the joint use of a continuous casting copper factory at 
Chauny in the Aisne region, with Zambia, the world's second largest copper 
exporter. 


"At the time," Brana recalled, "Fzance had no relations with Zambia. When I 
got back to Thomson's steering committee after the negotiation, I asked, 

'Who can tell me where Lusaka is?' Most of them couldn't say. Today they 
know and the Zambians are delighted to be working with us." The SCCC 
(Continous Copper Company), a 50 percent subsidiary of Thomson-Brandt and a 
50 percent subsidiary of the Zambian mines RCM-NCCM [Roan Consolidated Mines]- 
Nchanga Consolidated Copper Mines], with a production of 160,000 tons, now 
accounts for over half of all electrical copper sold in France. "This type 
of operation," commented Hugon, "is an excellent way to guarantee a supply of 
copper. We should make more agreements of this kind." To avoid, at some 
time, having to draw on our strategic stocks. 
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ECONOMIC GREECE 


CAPITAL PROMISED BY EEC COMMISSIONER 


Athens TO VIMA in Greek 22 Jan 82 p 2 


[Excerpt] Premier An. Papandreou had a conversation yesterday with EEC commissioner, 
Mr. Ivor Richard, on the subject of the problems which arose after Greece's inte- 
gration in the European Community as well as matters related to the efforts of the 
government to seek a special status for Greece. 


The minister and deputy minister of Foreign Affairs Messrs. I. Kharalambopoulos 
and Gr. Varfis were present at yesterday's meeting. 


Later, Mr. Richard gave an interview in the local offices of the EEC during which 
he made the following statements: 


He denied that he had requested the Greek government withdraw its intentions to 
leave the Community. 


He stated that, in his opinion, it would do no more good to the EEC for Greece to 
pull out than it would for Great Britain to do so. 


He stated that he would like to assure the Greek government of the European Commit- 
tee's understanding of the Greek position. 


He affirmed that there is plenty of capital which can be made available to Greece 
through Community Treasuries; however, he added that what has to be agreed upon is 
the flow of this capital to Greece. 


He stated, specifically on the subject, that it had been agreed upon during his 


contacts here with government officials to send experts to Brussels to discuss the 
various ways and means for the channeling of capital. 
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ECONOMIC GREECE 


SUGAR BEET CULTIVATION FOR YUGOSLAVIA PLANNED 
Athens ELEVTHEROTYPIA in Greek 27 Jan 82 p 13 


[Text] The Yugoslavs have asked us to cultivate 200,000 stremmas [50,000 acres} 

of sugar beets because they are faced with a raw material shortage for the production 
of sugar during the forthcoming harvest. The sugar beet cultivation proposal was 
made yesterday to the president and chairman of the board of the Greek Sugar Industry 
in Salonica during a six-hour meeting with representatives of the corresponding 
Yugoslav industry. 


In order to undertake this cultivation the Greeks demanded: 


That the Yugoslavs pay Greek growers the compensation as that given by the Greek 
Sugar Industry, together with all the subsidies for transportation and pulp. 


The Yugoslavs approached the subject of compensation sensibly, but there are still 
differences concerning transportation. In order to iron out these differences, 
another meeting is scheduled to take place, this time in Monastiri, to enable the 
agreement to become effective this season. 


It is no problem for the Greek Sugar Industry to find the acreage to be cultivated 
because domestic cultivation offers submitted surpass 600,000 stremmas [150,000 acres] 
and the Greek Sugar Industry signed agreements for only 420,000 stremmas. 


A similar proposal by the Bulgarians regarding the cultivation of sugar beets for 
our neighbors did not succeed because the compensation offered by them covered only 
25 percent of the compensation offered to the producers by the Greek industry. 


In the meantime, there is the possibility of exporting certain quantities of sugar 
from the 60,000-ton surplus existing in the Greek sugar mills--this exists because 
last year consumption fell to 270,000 tons as compared to 330,000 tons the year 
before-last and last year's overall production of 330,000 tons--to Arab countries, 
and to Yugoslavia as well, basedonthe international price of $ 1,000 per ton. If 
this sugar is exported, it will be subsidized by the EEC Treasuries. 
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ECONOMIC GREECE 


REDUCED OIL IMPORTS WILL HELP BALANCE OF PAYMENTS 
Athens I KATHIMERINI in Greek 3 Feb 82 p 7 


[Text] Despite the new lows in the country's exchange reserves, the responsible 
governement officials are optimistic that the balance of payments will not worsen 
during 1982 and, by the end of the year, theshortagewill be kept at the same levels 
as in 1981, in other words, at 2.3 billion dollars. This optimism is based on the 
estimate that the incoming capital wil] be much larger than last years's while, 

on the other hand, there will be a substantial savings in exchange on liquid fuel 
and because, generally, imports are not about to create surprises because of the 
continuing recession. 


Better analyzed, the estimates of the rsponsible agencies regarding the in and out 
flow of foreign exchange are as follows: 


1. As has already been decided, the liquid fuel imported this year will be less 
than last year by 2,683.000 tons, a fact that will amount to a savings of 835 
million dollars, based on current prices. 


To be sure, this lesser amount corresponds to a decrease in our petroleum reserves, 
in other words, to an indirect loss of foreign exchange reserves, in the final 
anlysis. It is evident that our liquid fuel reserves were a “perennial foreign 
exchange reserve" which had been created as much for security reasons with regard 
to the energy supply as for reasons of foreign exchange in view of the fact that 
the price of oil was climbing steadily. Of course, now the trends in the petroleum 
market are towards falling prices, but this does not mean that the value in foreign 
exchange of these reserves has lessened or that tomorrow we will not return to 
climbing price trends, in view of the fact that everything in this area is in flux. 


As our official foreign exchange reserves have been falling steadily (towards the 
end of January they were only 50 million dollars as compared to a 950 million dol- 
lars average level of monthly imports), our currency authorities, in order to 
avoid a new dramatic drop, suggested the curbing of imports of petroleum products 
and the drawing on the safety reserves which we have stockpiled for the amounts 
required for consumptfon. 


In fact, the savings in foreign exchange from liquid fuels could surpass one billion 
dollars because the Prinos output should also be included. 
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2. This year we will collect from EEC Treasuries (FEOGA and Territorial), as a 
donation, amounts of at least 500 million dolla:3 as compared to 160 million in 
1981, while another 100-150 million dollars will be drawn from the European Invest- 
ment Bank in the form of long-term loans. In general, the officials estimate that 
the drawing of donation funds from EEC will become, as of this year, a fundamental 
support of our balance of payments. 


It is believed that these two new sources (savings on fuels and EEC aid) will con- 
tribute to a dramatic decrease in the shortage of the balance of current exchanges 
this year. Thus, independently, with the rise in imports (which, as reported, will 
be very small anyway because of the protracted recession) and the drain in exchange 
currency, the final shortage in the balance of payments should be kept at last 
year's levels if not lower. 


If these estimates of the responsible agencies actually come true, it will be a 
decisive development , because, as is known, the balance of payments is the most 
sensitive sector of the economy on which is reflected in the end not only inflation, 
but all the distortions or the insufficiencies of domestic production. The restraint 
of the shortage of the balance of payments means that the government will be able 

to proceed, unencumbered by problems, to the formulation and implementation of a 
development policy. 


Based on these facts, it appears that the foreign loan which the State will obtain 
this year through the Bank of Greece will be much the same as that of last year. 
It is already reported that the Bank of Greece has approached the Eurodollar mar- 
ket for a loan of 500 million dollars. 


A favorable sign concerning this loan is the drop in interest rates in the European 
market. 


It is of interest to note that ten days earlier most countries in Western Europe 
agreed to a progressive lowering of interest rates for the purpose of reheating 
their recession-ridden economies. Thus, the drop in interest rates of term deposits 
in Switzerland and of the interest rates in France was followed by the State banks 
of West Germany and Holland, which dropped the discount loan rate from 10.5 percent 
to 10 percent and from 9 percent to 8.5 percent respectively. In Great Britain 

also four large banks lowered the "basic" loan interest from 14.5 to 14 percent. 
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ECONOMIC ITALY 


CER'S 3-YEAR REPORT ON ECONOMIC POLICY 

Report Outlined 
Rome L'ESPRESSO in Italian 7 Feb 82 pp 122-124 
[Article: "Halt! Dangerous Optimism"] 


[Text] This Report 


L'ESPRESSO publishes in these pages the first "3-year report" by 
the CER, the Europe Research Center (the CER's 30 percent of the 
report being by Giorgio Ruffolo and Mario Dido; another 30 per- 
cent by a group of six researchers, including Antonio Pedone and 
Luigi Spaventa; another 30 percent by L'ESPRESSO; and the remain- 
in 10 percent of the Ecoter [as published] by Professor Di Palma). 
The document, edited by Giorgio Ruffolo, Antonio ledone and Luigi 
Spaventa, is part of a series of six reports that will be prepared 
each year bimonthly. One of them is the 3-year report, which is 
being prepared twice a year: the first at the beginning (the pres- 
ent one), and a second one in 6 months. The other four reports 
are concentrated on specific economic-policy themes. : 


Each report is accompanied by a "special report"; the one given 
here (see p 123 [following article]) with the report on 1981, 1982 
and 1983 is on the public debt and the interest rates. 





Ruffolo's research center has completed the forecasts for 1982 and 
1983. They are based on three scenarios: discord between govern- 
ment and trade unions; prevalence of the government's line; or pre- 
valence of the trade-union line. In any case, there is nothing to 
be glad about. 


Rome--Inflation seems now to have been brought under control. The latest official 
indications state that in recent months, prices have risen at a rate of a little 
more than 16 percent on an annual basis. And overseas accounts are not so bad. 
According to all forecasts, the overall balance of payments should close substan- 
tially even. A wave of optimism is sweeping over commentators and politicians: the 
outlook is not so bleak as is said. And in this atmosphere, one readily forgets 
that inflation is kept at bay only by the tight money that has reduced consumption 
and that the containmnet of the foreign-accounts deficit is due essentially to a 
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reduction of importation of raw materials: Italy the processing country is produc- 
ing less all the time, and in doing the little it does, it is eating up its stocks. 


Is it right, then, to be optimistic? Are we really inarecovery phase? With what 
outlooks? A reply to these questions is given by the "3-year report" of the Europe 
Research Center, which has done an economic simulation on three possible scenarios 
of economic policy. The result is far from encouraging: whichever line prevails, a 
plan plan for recovery from inflation and for elimination of our economy 's intern- 
al imbalances will entail enormous damage in terms of income and employment. 


Let us look at the details of the 3-year report. The first of the scenarios exam- 
ined by the writers of the CER report attempts to describe what would happen if the 
government and the social parties acted autonomously, with the government favoring 
a policy of containment of the public deficit, and the social parties giving prior- 
ity to pay. The second scenario postulates a prevalence of the governmental policy 
in the coming months. In addition to containment of public expenditure, the aim 
will be to reduce inflation toward the 16 percent announced several times by Coun- 
cil president Giovanni Spadolini. In this case, the trade unions would have to 
abandon their ehampioning of real pay. The third and last scenario postulates that 
the trade-union positions would prevail--positions which, on the hypothesis of con- 
tainment of inflation, have called for elimination of the fiscal drag and real pay 
increases linked to productivity. This would entail the government's renouncing of 
the containment of public expenditure. 


The effects on the major economic indicators are presented in the table in the fol- 
lowing article. And in any of he three cases, the effects are from from arousing 
enthusiasm. In the first scenario (the one that the CER report calls "inertial"), 
stagnation and inflation which, in all probability, would lead to the nth devalua- 
tion of the exchange rate of the lira, prevail. "Price increases, pay increases 
and an increase in the tax burden," one reads in the report, "produce a pay rise 
far higher than 20 percent in order to keep net pay constant. Improvement of the 
overseas position is entrusted to compression of domestic demand and would probably 
be temporary: through deterioration of competitiveness, we would lose shares of the 
world markets, and in the long run, we would later have to reduce demand or de- 
value." 


In the second and third scenarios, the growth outlooks definitely improve and in- 
flation is reduced. But at what price? 


On the hypothesis that the government's line prevails, the report identifies very 
specific social costs: "A considerable reduction of workers' real income, which ap- 
pears not only difficult to accept but also difficult to achieve in a contract-re- 
newal year." 


In the last hypothesis, the immediate effect would be an increase in demand that 
would be translated into a rapid growth of importation, not compensated for by an 
analogous development of exportation (at least in the 2 years considered by the 
CER's simulation), since the improved competitiveness in the markets would have ef- 
fect only later. Meanwhile, the blanace-of-payments deterioration could lead to 
new devaluations of the lira. "Inflation," declares the CER, "put out at the door, 
would reenter through the window" of the exchange-rate drop. 
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1) TRE SCENARI A CONFRONTO 
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Key: 

1. Three Scenarios Compared (varia- 6. Exportation of goods and services 
tions in percentages) 7. Net national consumption 

2. Scenario A = the "inertial" hypo- 8. Gross fixed investments 
thesis; Scenario B = the govern- 9. Importation of goods and services 
ment line; Scenario C = the 10. Balance of current parts of balance 
trade-union posture of payments* 

3. None of the scenarios seems to ll. Current deficit of public adminis- 
give the right solution. The tration* 
first does not control inflation. 12. Gross mean pay (in industry) 
The second penalizes pay. The 13. Real pay (in industry) 


third aggravates the balance of 14. Net real pay (in industry) 
payments. Behind all of them is 15. Cost of labor per unit of product 


the spectre of a further devalu- (in industry) 

ation. 16. Total employment 
4. Consumer prices 17. * Values in billions of current 
5. Gross Domestic Product lire 





And then? The computers' reply leaves no room for doubt: "In the absence of struc- 
tural intervention to modify the basic conditions of the economy, none of these 
three scenarios would offer the solution to our problems. Temporarily, the least 
unsatisfactory way would be an intermediate one between the second and third scen- 
arios: granting of the tax relief requested by the trade urions, but with pay 
growth limited to a guarantee of 'constancy' of workers’ net real income, without 
further increases linked to productivity." 


Price-Indexed Stocks Viewed Favorably 


Rome L'ESPRESSO in Italian 7 Feb 82 p 123 


[Article by Antonio Pedone and Luigi Spaventa: "These Stocks Should Be Put on the 
Index" ] 


[Text] "The Public Debt and Interest Rates" is the title of the 
"special report" by Antonio Pedone and Luigi Spaventa appened to the 
CER's "3-year report.'' We publish an excerpt from it 
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One of the causes of the fragility of the Italian financial structure lies, as re- 
gards the public debt also, in the lack of strong institutional investors. The 
possibility of mobilizicg the existing institutional investors to a greater extent 
through the issuance of stocks with special characteristics reserved to them--in 
particular, price-indexed stocks, which would meet well the requirements of the 
provident institutions and insurance companies--has been considered at times. Such 
proposals, which are certainly valid ones, could be applied more broadly. Indeed, 
it should be considered that in the very short term, some solution will have to be 
found for the problem of the end-of-relationship indemnities; the alternative is a 
referendum to repeal the law that eliminated the indexing of those indemnities. 

The political cost of such a referendum would be very high, and its success looks 
highly probable. One of the possible solutions could consist in the earmarking of 
at least part of the new reserves set aside for end-of-relationship indemnities for 
purchase of special indexed public stocks, with nil rate of yield, not available to 
the worker until the end of the labor relationship and subsequently redeemable. In 
this way, a sufficiently sure flow of demand for stocks would be guaranteed, and 
along with this, a structural extension of the term of the debt. 


These latter proposals serve to make the demand for the stocks more stable and to 
add depth to the range of choices offered to savers. 


Recently, the Baffi commission, in its report on "The Defense of Financial Savings 
from Inflation," published by the Ministry of Treasury, expressed a favorable view 
of the proposal to issue price-indexed stocks (defined by Prof Mario Monti, their 
original proponent, as "real Treasury bonds," or BTR), with subscription to them 
permitted, preferably by an auction system, to any interested operator. Such a 
proposal therefore differs from the abovementioned ones in that it does not provide 
for any restriction for the purchase of such stocks by particular categories of 
subscribers and grants their full negotiability; but it is not incompatible with 
them, since the characteristics of the stocks could be different in the two cases-- 
on the one hand, as regards duration, and on the other, as regards the magnitude of 
the indexing. 


It seems that this proposal should meet with approval, and not only in the name of 
the necessity for protection of savings that originally (and with some compulsion 
too) motivated it. In addition to the advantages indicated in the Baffi commission 
report and pointed out by Professor Monti several times in reply to the critics of 
the proposal, the issuance of price-indexed stocks with very low or nil nominal 
yield produces the effect of redistributing the debt burden over a period of time 
(in the case of indexed stock, the burden would be concentrated at the end of the 
stock's lifetime rather than over its life span). This redistribution of the bur- 
den appears advantageous within the framework of a program for gradual reduction of 
need, to be obtained both through a decrease in need net of interest and (and per- 
haps especially) through a considerable immediate reduction of the interest load. 
With these considerations in mind, price-indexed stocks with very low nominal 
yields are preferable to stocks with nominal yield indexed to the short-term inter- 
est rates, such as the variable-rate CCT's [expansion unknown]. 
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ECONOMIC ITALY 


BUDGET MINISTER'S PROPOSAL FOR UNEMPLOYMENT 
Rome LA REPUBBLICA in Italian 14-15 Feb 82 p 31 


[Interview by Eraldo Gaffino with Minister of Budget & Economic Planning Giorgio 
La Malfa: "A Proposal for Combating a Serious Problem--La Malfa Has a Remedy for 
Unemployment--Public Works Paid For by Savers"; date not given] 


[Text] Rome--"The figures for unemployment in Europe are frightening. Nothing 
like this has been seen from the postwar period to the present: 3 million out of 
work in Great Britain, 2 million in the FRG, 2 million in Italy. It is a problem 
of very serious import; its exact nature should be understood and tackled adequate- 
ly."" Minister of Budget & Economic Planning Giorgio La Malfa is concerned about 
what may happen on the front of the economy. He maintains that even though the 
main objective of comating inflation has to be kept firm, a more vigorous response 
to the problem of employment levels must be sought. [Question] Mr Minister, what 
are the terms in which this problem is posed? [Answer] First of all, let us clear 
the field of any possible equivocation. The problem does not derive solely from 
the current adoption of restrictive monetary and taxation policies in various coun- 
tries of the Western world. One component of the high unemployment rates that we 
are facing is related to the current economic situation; but that is the component 
that disturbs me least, because sooner or later, the production levels should start 
rising again. 


[Question] In your opinion, then, support of demand is not an adequate response to 
the problem of unemployment? 


[Answer] It would not be, because the reasons for this growing unemployment are 
connected mainly with the phenomenon of teehnological evolution in each sector in a 
given country--in services, for example--and with phenomena of transfer of key sec- 
tors of the industrial countries of the West toward other production areas. For 
example, the processing of oil and raw materials is tending to be taken over widely 
by the same countries that extract them, just as production that has a high labor 
content is tending to transfer to those countries where the cost of labor is far 
lower than ours. Therefore, what we are observing today could be in large part a 
structural unemployment, generated by the obsolescence of our industry, and there- 
fore not reabsorbable through unqualified support of demand. Thas, the problem is 
largely of microeconomic rather than macroeconomic origin. 


[Question] Under these conditions, what kind of initiative can the government 
take? 
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[Answer] "We must not, of course, underrate the fight against inflation, inasmuch 
as 1t aggravates the economic situation, because it entails interest rates that are 
heading toward 30 percent, does indeed discourage any investment program and there- 
fo.e does not offer any relief for this unemployment. The Medium-Term Plan, in 
proposing a public-investment program of more than Lt 100 billion in 3 years, con- 
stitutes a quantitatively more adequate response. But with the rigidity of current 
expenditures and with a public deficit of Lit 50 trillion, we may not, of course, 
propose expenditure increases even if they are for investment, beyond what we man- 
aged to cut out in the 1982 budget [as published]--that is, Lit 6 trillion in 
authorizations and Lit 4 trillion in cash, which can provide some breath- 

ing space and support, especially if quick passage of the finance act then makes it 
possible to approve rapidly the proposals for utilization of the fund. For this 
purpose I have proposed to devote Lit 2 trillion to a form of "financial window" 
whose purpose will be to refinance those special-credit institutions that already 
have loan applications submitted but are shut down for lack of funds, and which 
will offer financial coverage for actions aimed at supporting investments in the 
current situation. 


[Question] But all this will not be enough.... 


[Answer] No, because the production changes that the country needs require, as I 
said, a far greater quantity of financial resources and certainly of public invest- 
ments. That is, the solution is to be sought in a massive effort both to regain 
the competitiveness of of the industrial apparatus and to broaden its base. It 
seems dangerous to me to believe in a mystical transition to the tertiary sector. 
Industrial employment should be supported, and it is up to public investments to do 
so, especially in this phase of hgih interest rates and a poor current economic si- 
tuation. Given the present restriction of the state's balance-sheet, approaches | 
should be studied that would make it possible to broaden effectively profitable 
public investment while financing it through.revival of private savings. 


[Question] Is that an idea of yours, or is it already a government program? 


[Answer] It is an idea that I have discussed in recent weeks with the economic 
ministers and whose operational aspects I am in the process of refining. 


[Question] Can you explain what you have in mind? 


[Answer] We are working on the hypothesis of carrying out several public-invest- 
ment operations for which there is no room in the 1982 budget and probably will not 
be in the following fiscal years, except, in the construction phase, for recourse 
to public financing sources and stimulation of private savings to go in that direc- 
tion. 


[Question] How can an interest in public investments be created in the world of 
savings? 


[Answer] This can happen in particular through all those public investments that 
generate production of goods and services that are paid for by the collectivity 
with rental fees and tariffs. In such case, a condition can indeed be created in 
which financing comes from the capital market and payment »r reimbursement is made, 
so to speak, by the consumers through tariffs and rental fees. The existence of 
these latter is a guarantee, to the saver who finances the construction of the pro- 
ject, of future project yield. 
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[Question] Mr Minister, please give us an example or to so that we can understand 
better. 


[Answer] The most significant case that we have talked about, but not a unique 
ohe, is that of the electric power plants included in the national energy plan. In 
addition to the direct employment-support effect that the startup of such projects 
provides, the construction of power plants also has the virtue of diminishing the 
restrictions on the country's development (such as balance of payments), of gener- 
ating a fiow of new production and therefore tariffs with which to remunerate the 
investment. 


[Question] I would like to raise right away an objection on the profitability of 
the investment, precisely because in Italy we all have clearly before us the ex- 
ample of what has happened to the ENEL [National Electric Power Agency]: that is, 
the tariffs are not adequate to the costs, and therefore, if the politicians’ ten- 
dency to keep the public services in this limbo were to continue, how do you recon- 
cile your idea of adequate remuneration for the private capital invested in these 
public works? 


[Answer] For the ENEL, it will certainly be simpler to repay the cost of a power 
plant when its electric-power production is put into the grid, rather than pay for 
it ahead of time in the construction phase. 


[Question] To understand better: the public project would be produced by private 
or state-participation enterprises, then ceded to the state or the public agency. 
In what form? 


[Answer] One can think of forms of leasing, or sales with payments in varius in- 
stallments. The important thing is to free the investment in che public or public- 
interest project from financing by part of the public sector or the public agency. 


[Question] You say that there would not be a stop with construction of power 
plants only. 


[Answer] Of course. The idea can be applied to all public works that generate 
rental fees or tariffs. There is the possibility of building new freeway sections 
where the profitability study can give satisfactory results. Construction of new 
water projects can be hypothesized, with restudy of the problem of irrigation fees. 
There is also the proposal to buitd. the Messina Bridge, which could be very impor- 
tant for the Italian steel industry if economic and technical calculations justify 
its feasibility. In substance, the proposal has to do with public works of indus- 
trial content and with good earning possibilities. Above all, private savings 
would be channeled toward medium- and long-term investments, with repayment in the 
space of 8-9 years, and we would avoid continuing to underwrite only Bot. 


[Question] But the Treasury and the Banca d'Italia cannot think of taking even a 
lira of private savings away from each monthly quotation. 


[Answer] I do not rule out the possibility that financing in this form can make it 
possible to make interest rates lower than the current ones in the market. From 
this it follows that the appearance on the market of stocks with yield lower than 
the present one, inasmuch as they relate to real goods, can aid the gradual reduc- 
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tion of the market rates and therefore set in motion a gradual reduction of the 
state's interest burden. 


[Question] There is a criticism of the government to the effect that every minis- 
ter has his own remedy for the economy. Is the the La Malfa remedy? 


[Answer] On the contrary: the proposal is aimed at the objective of making it pos- 
sible to carry out the programs included in the Medium-Term Plan. On the political 
level, it is aimed at mitigating the two contextual exigencies of providing special 
support for employment and of not aggravating the already burdensome conditions of 
public indebtedness. It is therefore a way of pushing ahead the economic-policy 
plan to which the government is jointly committed. 
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ECONCMIC MALTA 


MALTESE PORT FACILITIES EXPANDED THROUGH CHINESE AID 
Zurich WELTWOCHE MAGAZIN in German 17 Feb 82 pp 4-11 
[Article by Thomas Buechler: ‘Mao and Mu in Malta"] 


[Text] Dom Mintoff, Malta's prime minister, is an unpredictable 
friend. Three years ago he expelled the British and the NATO 
fleet and 2 years ago he broke off with Libya. Last year, how- 
ever, he permitted the Soviets on the Mediterranean island. 

Only the Maltese friendship with China has been untroubled for 

a long time. Not in vain.... 


Eighty-five million francs is by no means a small sum. And when the recipient is 
a small island in the middle of the Mediterranean deficient in raw materials, even 
the long trip to China is worthwhile. It happened in April 1972, when Dom Mintoff, 
prime minister of the island republic of Malta, and his Chinese colleague, the 
late Mandarin Chou En-lai, met for the first time at the Peking airport. 


It was the beginning of an exemplary friendship between two unequal partners: The 
gigantic empire in Central Asia is 30,293 times the size of Malta. China, which 
began to formulate a new foreign policy following the chaos of the Cultural Revolu- 
tion, was interested in the small but strategically important Mediterranean island. 
Not as a Chinese military base. At the present time China has no need of it. 


Rather, Peking was interested in using generous development aid as a precautionary 
measure against hegemonic intentions by the two superpowers. Unity among the Third 
World nations, alliance with the countries of Europe and with Japan in the struggle 
against the superpowers, referring, above all, to the Red czars in Moscow. In 
short, it is the three-world theory of Mao Tse-tung, which even today is still like 
a red thread running through China's foreign policy. Furthermore, at the southern 
flank of Europe, China--a country that was infiltrated and humiliated by European 
powers only a few decades ago--can demonstrate to the rich and highly industrial- 
ized states on the continent its own interpretation of efficient and unselfish 
development aid. 


During Mintoff's histocial China visit a framework of an agreement was signed, 


obligating the Chinese government to grant 100 million yuans--approximately 85 
million Swiss francs--in interestfree loans and also to send Chinese specialists. 


Because of this assistance, above all, one project could be realized which from 
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the beginning was financially and technically beyond the possibilities of the 
young island state: the construction of a gigantic dry dock for supertankers 
with capacities up to 300,000 gross register tons. It measures 360 by 62 meters 
and is larger than the five existing docks and is even one of the biggest in the 
Mediterranean area. 


Worldwide there are currently about 40 dockyards where ships carrying more than 
250,000 gross register tons can be repaired. The competition is large. Particu- 
larly Arab countries invested millions to build giant dry docks for supertankers 
that are using the gulf route. After the Suez Canal in Egypt was reopened, Malta 
was able to gain some ground as well. Whereas under the right-wing conservative 
national government the dry docks of the Maltese ship-repair yards lost 10 million 
Swiss francs during their best years, since 1974 operations have been in the black 
on a regular basis. After deductions for taxes, profits are distributed among the 
workers. On the recommendation of the Mintoff government, the dockworkers who 
since 1975 have also been administering their plant themselves, introduced a 
well-functioning workers' democracy in the largest enterprise of the island. No 
wonder that the highly paid dockworkers are among the most loyal supporters of the 
Labor Party. 


At the end of 1974 the plans were complete and it was decided to build the giant 
dock at the entry to the French Creek. It is the arm of the harbor between 
Senglea and Corradino, where the existing docks can also be found. Nevertheless, 
the location presented a few problems. There were still bombs from World War II 
that had to be detonated. In addition, former British oil-storage facilities and 
the only crane in Malta which could handle containers at that time had to be moved. 


The first building phase of this mammoth project called for the excavation of the 
dock area, extending to 11 meters below the surface. During a single year 700,000 
cubic meters of rock was removed, which was subsequently used for road construction 
or for filling abandoned quarries. "Thanks to the large amount of work performed 
by the Chinese, who set a good example for us in every respect, the first phase of 
the construction went smoothly," a Maltese dockworker said. "The Chinese comrades 
often solved the biggest problems in the simplest manner." Nevertheless, in spite 
of comprehensive security measures a few accidents occurred during the first 
building phase. When Wang En-hua (50), a Chinese technician who had been struck 
by falling rocks at the building site, was in critical condition in the intensive- 
care unit of St Luke's Hospital, 38 Maltese workers went to give their blood for 
the injured fellow worker. The friendship which developed during the regular 
working hours between the two countries later resulted in the establishment of a 
Chinese-Maltese friendship society. 


One of the difficult parts of the project was the construction of the dock entry 
and the pumping station. The three main pumps have a capacity of 17,500 cubic 
meters per hour each. A total of 900 tons of steel was used for the dock gate. 
It was hung on 5-ton hinges. It rises or sinks, depending on whether it is filled 
with air or water. At that time approximately 800 Maltese and 120 Chinese were 

at the building site. Most of the Chinese experts came to Malta only for a 
specific phase of the construction project. As soon as it was completed, they 
flew back to China. It entailed a constant rotation. 
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Female Chinese experts are not participating in the development projects in any 
capacity. In this respect the Chinese seem to accommodate Maltese traditions, 
because China itself disposed of the assignment of roles a long time ago and the 
women is man's equal partner. 


The second building phase comprised the installation of electrical equipment as 
well as the erection of two cranes of 30 tons each and a supercrane weighing 15U 
tons. They were produced in Shanghai and shipped to Malta on the Chinese freighters 
"Da An" and “Da Thian." While the parts of the cranes were being assembled, a 
heavy steel wheel suddenly came loose and crushed 47-year-old Hsu Hui-zhong. He 
and Hu Yan-zhao, a Chinese worker who died of jaundice the same year, were buried 
in the Addolorata Cemetery in the presence of members from the authorities and 
many colleagues. Hsu Hui-zhong, who had the accident, was postmortem awarded the 
"Midalja Ghall-Qadi tar Repubblika." It is the highest medal for distinguished 
service in the Republic of Malta. The medal was later presented to the widow of 
the deceased worker by Reno Calleja, Malta's permanent representative in the 
European Council and chartermember of the Chinese-Maltese friendship society. The 
city of Shanhai honored Hsu Hui-zhong with the title of "martyr of the revolution." 


During the third and final building phase a 450-meter jetty wall was constructed 
parallel with the dock. The ships that are docking here today are those that want 
to profit from the large capacity of the Chinese dock cranes. 


The first ship, the Kuwaiti oil tanker "Gas Al-Ahmadi," was maneuvered into the 
dock on 9 October 1980 during a violent sandstorm, and shortly thereafter the Greek 
supertanker "Perch" was repaired. During the first year of operation the dock was 
fully utilized. When I visited the Red-China dock last fall, one of the biggest 
ships flying under the British flag happened to be there, undergoing a routine 
6-month maintenance inspection, the supertanker "Texaco" with a cargo capacity of 
272,739 gross register tons. It amounts to almost 400 million liters of crude oil. 
If it were gasoline, an automobile which consumes 7 liters per 100 kilometers could 
run for 10,000 years all day long on this amount. 


In the meantime the Maltese government anrounced that it was refusing to lease the 
dock to foreigners at a favorable rate. After difficult negotiations, however, an 
agreement with the "Dry-docks" could finally be reached after all, according to 
which the dock is being leased to this company for more than 5 million Swiss francs. 


In October 1981, exactly 1 year after operations began, the largest Chinese 
development project in Malta was officially opened. Just in time to function as a 
political catalyst for Mintoff's Labor Party. 


It was almost time for parliamentary elections in Malta, and Dr Fenech Adami, 
chairman of the opposition Nationalist Party, was closing in on Mintoff. The 
opening ceremony turned into a national celebration. Around noontime, when Mintoff 
arrived at the dry dock with the guest of honor, Deputy Foreign Minister Zhang 
Wenjin who had just arrived from China, the dockworkers greeted him with enthusiasm. 
Everywhere there were red flags, political slogans, thousands of peace doves. A 
new ship, the freighter "Coalinga," was maneuvered into the dock. There were 
champagne bottles, speeches, national anthems. And finally--something that happens 
every time when Mintoff makes a public appearance--there was a surprise: Chinese 
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and Maltese workers are to assume joint responsibility for the construction of a 
Similar dock in Algeria. 


Even Mintoff's speech, which contained a lot of political allusions, received much 
attention during this mass rally which was so important to him: "The Chinese even 
gained the respect of those people who in the beginning were against their 
presence." As a matter of fact, the Chinese aid was not undisputed. In particular 
the opposition party criticized the treaty of cooperation with the People's Republic 
of China; until 1971 it had still maintained diplomatic relations with Taiwan and 
invited National Chinese experts to Malta for the construction of a street tunnel. 


In the beginning the so-called gold clause in article 1 of the treaty was the object 
of vehement discussions in Parliament, because the 85-million-franc credit is based 
on the English pound sterling. To protect themselves against a decline in the 
exchange rate, the parity of the English pound was established at 2.13281 grams 

of gold. But the price of gold rose and rose, while the English pound lost con- 
siderably in value during the last few years. At the present time, a pound 
sterling is worth approximately 0.13 grams of gold, which is 2 grams less than 
stipulated in the text of the agreement. “Accordingly the Chinese are taking more 
from us than they gave to us," was the criticism of the right-wing opposition. 
According to the current parity, close to 1.4 billion (!) Swiss francs would have 
to be repaid. It is likely, however, that the pound-gold parity was revised in a 
secret clause. 


Prime Minister Mintoff alluded to this possibility during a session of Parliament: 
"I can show you (Dr Felice, member of the opposition party) a letter at any time 
which proves that you are wrong." But for several years a few nationalists con- 
tinued to spread cheap statements about China's development aid: "I saw Chinese 
coming out of every hole, they were all dressed alike, one after the other....We 
do not need the Chinese until they open up factories to produce fertilizers....The 
Chinese are only coming to Malta to use our toilets...." 


But the irreproachable behavior and work discipline of the Chinese development 
aides forced the opposition to reexamine its China policy. China's three-world 
theory, which is primarily directed at the USSR as the main enemy, is compatible 
with the pro-West concept of the foreign policy of the opposition. When China 
granted economic and technical assistance to other countries, it established eight 
principles, which were announced by former Prime Minister Chou En-lai during his 
visit to Africa. It was on 15 January 1964 in Accra, the capital of Ghana. The 
thing that makes Chinese assistance fundamentally different from aid granted by 
other countries is its guiding principle, according to which the help which is | 
being provided does not have to produce advantages for the giving country, China. 
As a matter of fact, when talking to me the Maltese authorities pointed again and 
again to the favorable terms of the treaty of cooperation. The Chinese conditions 
for repayment are not only in strong contrast to those practiced by Western states 
but also to those employed by the USSR, which call for interest rates between 2.5 
and 6 percent. In addition, Soviet aid is almost always tied to the purchase of 
goods and services from the supplier country. 


At any rate, the neighboring island of Cyprus is also making enormous efforts to 
modernize its port facilities in Limasol and Lanarca, and it had to pay 7.45 percent 
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interest on a loan from the World Bank, which amounted to 17 million Swiss francs. 
Dom Mintotf prefers to rely on his Chinese friends: "The World Bank interferes in 


domestic policies and demands usurious interest rates. We will not have anything 
to do with it until it changes its policy." 


Since 1964 China has been giving interestfree and long-term loans to Third World 
countries as a matter of principle. It includes the 85-million-franc loan to Malta. 
Peking does not only grant favorable repayment terms but frequently it also changes 
credit into gifts at a later date. Countries which profited from such gifts in 

the past, above all, are those which are of strategic and political importance for 
China and which have friendly relations with the Central-Asian country. "I can 
give my personal guarantee," Dom Mintoff said@®during a memorial service for the 
late Chinese Party Chairman Mao Tse-tung, "that the Chinese will not want their 
money back if we are unable to pay it back." 


But Malta wants to repay the loan. Article 3 of the treaty of cooperation describes 
in detail how it is to be done: "The Malta government will repay the above- 
mentioned credit with goods to be exported to China. Between 1 May 1984 and 30 
April 1994, the borrowed amount is to be repaid in 10 annual installments." Soviet 
propaganda repeatedly called the Chinese development aid a "search for markets in 
the Third World" with the goal of acquiring as much foreign exchange as possible, 
because it is urgently needed to finance Chinese imports from industrial states. 


It is true that the aid promoted the sale of Chinese goods in Malta. In 1977 
imports from China amounted to 7 million Swiss francs. On the other hand, Malta's 
exports came to only 11,600 Swiss francs. During the same year, however, the coun- 
try earned almost 800,000 francs from repairs performed on Chinese ships. 
Approximately one-third of the transit freight transshipped on Malta is supposed 

to originate in China and intended as a contribution to propagate Malta as a transit 
center. Thanks to the shipment of a total of three tankers built in Maltese 
shipyards the trade balance of the island is in the black, although there were 
almost no exports to China. As a matter of fact, each 6,000-gross-register-ton 
tanker costs more than 17 million Swiss francs. It might also be a realistic 
possibility of repaying to the Chinese the 85-million-franc debt in a relatively 
simple manner. 


China has emphasized again and again that the distribution of its aid is not to be 
considered a handout but that it also expects help from the receiving country. But, 
specifically, what does the little country of Malta have to offer to the big coun- 
try of China. Since Malta lacks the means which would permit the country to provide 
the Chinese with extensive technical know-how or favorable credit terms for 
financing the ambitious modernization plans, what remains is prostration in foreign 
policy matters. There are certainly many parallels when it comes to judging the 
current world situation. Both states object energetically to the aspirations of the 
two superpowers to establish a hegemony. Special attention is directed at Soviet 
activities. Apparently the Chinese Vice Premier Geng Biao had the same thing in 
mind when he said: "China's aid for Malta is insignificant. More important is the 
fact that the assistance is mutual. We are extremely grateful to the Maltese 
government for its international support." 


Another thing that has been praised repeatedly by the Chinese press is the intention 
of the Labor government to refuse any state the right to establish bases on Malta. 
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Both governments have also similar opinions about the intensification of the 
cooperation between the industrial countries of Europe and the developing countries. 
Furthermore, they are in complete agreement with respect to the assessment of the 
Near East question and the race problems in Southern Africa. 


Although many common ideals exist between the two governments, Malta's foreign 
policy is by no means the same as Peking's. Malta participated actively in the 
Conference on Security and Cooperation in Europe (CSCE)--they were attacked by 
China--and even suggested the establishment of a permanent secretariat on the 
Mediterranean island. 


Recent efforts to thaw the frosty relations with the USSR confirm the Maltese 
foreign policy goal to act as an independent state, not aligned with any bloc but 
working for peace and stability in the Mediterranean realm. Following years of 
uncertainty, the Soviets are now permitted to open an embassy on the sunny Mediter- 
ranean island. Trade and technical cooperation are to be expanded too. A l-year 
treaty has already been concluded between Sea Malta and Sovracht, the merchant 
fleets of Malta and the USSR, which provides for the storage of oil and diesel fuel 
for the Soviet merchant fleet. It will be placed in Maltese bunker facilities 

which at one time were at the disposal of NATO. Against payment, of course. During 
the first year the agreement is supposed to bring approximately 200 additional ships 
to the port of La Valletta. When Zhang Wenjin, China's deputy foreign minister, 
landed on the island airport at the beginning of October 1981, a high-ranking Soviet 
delegation, led by Deputy Vice Premier Talyzin, was visiting the historical sites 

of the island. The following day, when the Chinese were on educational trips, the 
Soviets officially recognized the state of neutrality of the Republic of Malta. And 
one day later Zhang Wenjin dedicated the China dock. At least on Malta the Chinese, 
who can look back on 10 years of Malta experiences, do not seem to be too much 
concerned about the newcomer, Moscow. 


But the Chinese also became active in Malta's light industry. The worldwide 
economic crisis of 1974 and the closing of the NATO bases already cast their 
shadows on those industrial branches that were geared toward exports and conse- 
quently were particularly vulnerable in times of trouble. Thousands of people were 
threatened with unemployment or assignments to so-called "pioneer corps." a kind 

of unemployment brigade, which was used for making improvements in the infrastruc- 
ture (for instance, road construction) or to ameliorate official unemployment 
statistics. The real miracle cure, however, seems to come from the country of 
Central Asia: a technology, in other words, which was not up-to-date, to be sure, 
but which was very labor-intensive. The official blessing for the whole idea was 
given by Dom Mintoff during a dinner in his honor in Peking: "The recession in the 
Western industrial states has a highly unfavorable effect on our mixed economy. 

Our exports to England, France, Italy and other countries are showing signs of a 
rapid decline. Private firms that at one time considered themselves colossuses 

in our industry are today dismissing large numbers of workers. In order to counter 
this development, Malta must increase its cooperation, its trade and its economic 
relations with the People's Republic of China and other friendly socialist 
countries." 


Although the Maltese government had to know that the Chinese technology was decades 
behind Western know-how, within a very short time six factories were established on 
Malta that were to employ a total of 1,500 people. "The Chinese were at least 
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willing to come here and teach us what they knew," Dr P. Holland, minister of 
parastatal and people's industries, stated, "while the so-called friends of the 
opposition, the Americans, the EC countries and also the USSR did not lift one 
finger for us. Australia, a country from which we imported goods worth many 
millions, was only intent on absorbing our educational elite and leave us with the 
unskilled workers." (Between 1963 and 1979 more than 10 percent of the Maltese 
population, 36,481 people, emigrated to Australia.) 


In spite of the tireless efforts by Chinese development aides, the projects were 
not very successful. A glass and a carpet factory went bankrupt and they had to 
cease operations. Today only four factories are still in operation, producing 
chocolate, basketry items, textiles and concrete. But even they have to fight to 
stay alive: They are still employing 100 workers and are producing less than was 
originally planned. What are the reasons for this failure, which is openly 
admitted even by the socialist party in power? No criteria were ever mentioned in 
Parliament, and W. Abela, the minister in charge of development, limited his 


comment to a simple statement during the budget debate, saying that "a few state 
enterprises failed." 


Even in the Information Department in La Valetta and the Chinese Embassy in St 
Julian nobody wanted to talk about the failed projects. Photographs of these 
projects are not available to outsiders, although a large selection is stored in 
the state-owned archive, the Auberge de Castille located above the grandiose 
harbor of Valetta. 


Therefore it seems obvious that the Mintoff government was too much in a hurry and 
failed to make detailed studies of domestic and foreign opportunities for marketing 
highly specialized products and thus also guarantee the commercial success of the 
Chinese products. "There was simply not enough analyzation of the projects, and 

we find it difficult to comprehend why, of all things, it was decided to produce 
Chinese wool carpets and chocolate on Malta," Dr Fenech Adama, leader of the 
opposition National Party said. 


When Adama took the liberty of asking the government for information, P. Yuereb, 
the then minister of industry, replied that he "could guarantee that every project 
had been cleared carefully before it was adopted." And furthermore: "The Chinese 
factories should be able to export more than 60 percent (!) of their production." 
In reality, however, up till now the factories have received only an insignificant 
number of orders for exports and have had to produce almost exclusively for the 
domestic market. 





During Mintoff's third visit to China, the Maltese delegation succeeded in getting 
the Chinese interested in a harbor project in Marsaxlokk in the southeastern part 
of the isalnd. The Marsaxlokk Bay offers the best physical conditions for a new 
harbor, which is supposed to make Malta into a transit center in international 
shipping. The north and northwest sides of the bay are protected from winds by 

a large mass of land and numerous cliffs. But to protect the harbor also from 

the very stormy wind coming from the south, the sirocco, a 1,000-meter-long dam 

is being built into the ocean to catch the waves--reaching the height of houses-- 
that are moving toward the bay. 

















At the present time, the most important port of the country is still the Grand 
Harbour, a grandiose natural harbor located at the foot of the picturesque capital 
of La Valetta. Not only the entire freight traffic is handled at this location; 
cruiseships and passenger ferries on their way to Italy also drop their anchors 
here. Freight reloading has increased in frequency and also the activities of the 
shinbuilding and maintenance facilities have risen (particularly since the gigantic 
Red-China dock has been in operation); consequently, capacities have in the mean- 
time been more than fully utilized. As a result, the numerous piers, loading 


facilities and warehouses at the Grand Harbour are now being modernized and 
expanded. 


The most important dock for containerships is the so-called "Laboratory Quay" 
located near the Red-China dock. Approximately 70 percent of the arriving freight 
is unloaded here. But there are problems of space. In the past it happened quite 
frequently that merchant ships had to stay anchored for a long time or they had to 
reload their freight on small relief vessels. With the assistance of personnel 
from the People's Republic of China comprehensive changes are in progress at the 
"Laboratory Quay." The length of the quay is being extended by 130 meters, and 
the depth of the ocean at the wall of the pier is being increased to 14 meters. 
When I visited the building site, Chinese as well as Maltese workers were in the 
process of installing the foundation for the crane rails. In spite of language 
difficulties they understood one another well, if necessary they used the inter- 
national sign language. All of the Chinese supervisors, technicians and group 
leaders, however, speak English. A few Chinese students even learned the Maltese 
language at the universities of this country and they are now working as 
interpreters. 


Mu Qi-change is one of the Chinese workers. I met him and his friend Tian Da-wei 
during an evening walk on the ocean promenade of Sliema. These two and approxi- 
mately 80 additional Chinese workers are living together in the former military 
barracks of Fort Tigne, located just outside of Sliema. Mu has been working on 
Malta for 2 months, and on his trip over here he made a "stopover" and spent one 
night in Zurich. He is 31 years old, has been married for a short time and will 
remain for approximately 2 years in Malta. Mu worked in a harbor while he was 
still at home. It was in Darbin, a military base which at one time had been 
occupied by Russia. He is very satisfied with his wages. "We are earning as much 
as our Maltese colleagues," he said proudly. At any rate, it is approximately 
800 Swiss francs per month, and a large portion of it is transferred to China. 
When we said good-bye, I wanted to give him a photograph of our evening stroii in 
Sliema as a memento. Mu was a little embarrased. "Excuse me," he said in his 
polite Chinese manner, "but I must first get permission from my supervisor!" He 
did receive it.... | 


Nevertheless, there are distinct limits to the modernization and expansion projects 
at the Grand Harbour: The harbor has no hinterland that can be used for construc- 
tion. Consequently the construction of a relief harbor has become more and more 
urgent. Since the socialist Mintoff government has for a long time wanted to 
exploit commercially Malta's position as a geographic and political bridge between 
raw-material-rich Africa; a highly industrialized Europe and the rapidly expanding 
markets of the Middle East, the establishment of a transit harbor is therefore 
obvious. It might be a way for the strategically favorably located island 
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archipelago to regain a part of the importance which it enjoyed as an English 
crown colony with respect to the transshipment of freight before the opening of 
the Suez Canal. 


At that time the island was used as an important coal-storage site. But when more 
and more ships were converted to the use of oil as fuel, Malta's leading role as 

a transshipment site slowly began to crumble. Shipowners decided to use either the 
so-called cheap ports in North Africa or later the modern, time-saving port 
facilities of European industrial nations, for instance, Marseille. 


Since the reopening of the Suez Canal as a result of the reconciliation between 
Egypt and Israel, but also as a reaction to the oil crisis of 1973, conditions 

for Malta improved again. Today Malta is again located in the center of the most 
important shipping routes. Also, the use of coal is again increasing as an alter- 
native energy. Furthermore, since 1973 the young island republic has its own 
merchant fleet, the Sea Malta, which in 1979 transported 121,000 tons of freight, 
approximately one-third of it was transit freight. By building a large, modern 
transit harbor, the building costs of which are estimated at more than 200 million 
Swiss francs, Malta is only accommodating itself to its regained attractiveness. 


8991 
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POLITICAL CYPRUS 


PREELECTORAL MANEUVERS, COALITIONS DISCUSSED 
DI.KO-AKEL Talks 
Nicosia 0 AGON in Greek 19 Jan 82 pl 


{fext/ The Democratic Party /DI.KO/ and AKEL are discussing a minimum program of 
cooperation during the coming presidential elections. 


According to reliable reports, the two parties have already initiated such discus- 
sions which will contime into the next few weeks. The discussions originally 
started between President of the Republic and DI.KO leader Kyprianou and DI.KO 
Secretary General Stavros Poskotis on the one side and an AKEL delegation on the 
other. The AKEL delegation consisted of Secretary General Papaioannou, Assistant 
Secretary General Andreas Fandis and Secretariat members I. Katsouridis and Dinos 
Konstandinou,. 


According to the same reports DI.KO has appointed a 5-member committee which will 
conduct the discussion with AKEL on reaching an agreement for a minimum program 

of cooperation. The same reports state that Kyprianou also desires the cooperation 
of the Socialist Party EDEK which has already announced that it will participate 
in the presidential elections with its leader Vasos lyssaridis as its candidate. 


EDEK believes that, following Andreas Papandreou's ascent to power, its strength 
will increase and this will strengthen its negotiating position in the future. 
According to the same sources, in his talks in Athens with Papandreou, Kyprianou 
is expected to discuss the question of cooperation of BDEK with DI.KO and AKEL 
which will assure his election to another 5-year term. Moreover, Kyprianou will 
ask Papandreou to persuade EDEK's Lyssaridis to cooperate with the democratic 
forces in the next elections. 


What are uncertain are the plans of the Democratic Rally. The party's position at 
this moment is to support the candidacy of its leader Glavkos Kliridis but one 
should not exclude the possibility of the party supporting a nonpartisan candidate 
who will. also have the support of the other small parties. For finding such a 
candidate great efforts are being made behind “he scenes but as yet no conclusion 
has been reached. 
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EDEK-DI.KO-AKEL Cooperation Denied 
Nicosia 0 AGON in Greek 20 Jan 82 pl 


[fext/ The Socialist Party EDEK does not accept any cooperation from DI.KO and 
AKEL during the presidential election, according to a statement yesterday by its 
leader Vasos lyssaridis who pointed out that already his party's recent congress 
has decided to put up its own candidate. His statement is as follows: 


"EDEK's position has already been made clear with the decision of its recent 
congress to put up its own presidential candidate. What has alw prevailed and 
still dominates our minds is not the distribution of positions /in the government/ 
but the promotion of a clear policy which will justify the struggles of our people, 
a policy which should consider the Cyprus question meaningfully as an issue of 
occupation. 


"What always dominated and still dominates our minds is the need for change; the 
need to adopt practical measures for realising such change; the need for a change 
in the social and economic structure which would serve both the struggle and the 
largest majority of this Cypriot people." 


Kyprianou a Candidate 


As soon as--and if--DI.KO reaches an agreement with AKEL for cooperation in the 
coming presidential elections with the expected participation of the Pan-Cyprian 
Restorative Front /PAME/ under Sofianos, President Kyprianou, after weighing the 
various developments, will announce his candidacy for reelection to the presidency. 
According to reliable sources tha decision of Kyprianou to run again was already 
approved by DI.KO long ago, but he delayed the announcement because he wanted to 
combine it with the announcement concerning the result of the DI.KO-AKEL agreement 
about cooperation. 


Personages 


According to the same sources DI.KO officers are working feverishly toward 
approaching various personages who have remained outside of politics in recent 
years especially after the death of Ethnarch Makarios in an effort to persuade 
them to openly support Kyprianou's candidacy. Basically these efforts are 
directed toward persons who during various periods have played some role in the 
island's politics or who are maintaining contacts with the popular masses. 


These efforts by DI.KO officials are also supported by AKEL which does not wish to 
assume the whole burden of the campaign for Kyprianou's reelection in cooperation 
only with IZ.KO. 

Democratic Rally Decision Awaited 
Nicosia O AGON in Gree. 21 Jan 82 pp 1, 8 


[{Text7 In the next 15 days the Democratic Rally /DISY/ is expected to decide on the 
stand it will take in the next presidential elections according to a senior official 
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of the party. The DISY political bureau and political committee will hold a 
meeting within 15 days to study the whole question and subsequently submit specific 
recommendations to the central council which will make the final decisions. It 

is our umerstanding that these three DISY bodies will consider two possibilities. 


1. DISY to contest the presidential elections with its own candidate, possibly 
its leader Gl. Kliridis. 


2. DISY to cooperate with other parties with one of its own or another personage 
as candidate. In such a case the DISY supreme executive organs will draw up the 
principles on the basis of which the party will accept cooperation with other 
parties. 


DiSY will study all possibilities and will make decisions which it believes will 
help the country, according to the same DISY official. 


The Center Union 


At its meeting next Wednesday the General Secretariat of the Center Union will 

discuss the issue of the presidential elections and particularly the stand the 
party will take. According to Center Union spokesman, the Wednesday meeting will 

not take final decisions. The presidential elections issue will be discussed 

in future meetings when all facts will be discussed and proper decisions taken. 


NsDIPA 


The question of the presidential elections and the stand the Youth of the Damocratic 
Front /NEDIPA/ will take will be discussed by its political bureau in a meeting to 
be held in the next few days. 


NEDIPA President Alekos Mikhailidis said recently that the party supports the 
establishing of a Change Front on the basis of a common program which all partici- 
vants will be bound to implement. 


PAME 


Our office attempted to reach Khr. Sofianos, leader of the Pan-Cyprian Restorative 
Party, but his office told us that he was "very busy and that he would get in 
touch with us later." He failed, however, to contact our newspaper... 


The Other Parties 


In a statement published in © AGON yesterday, EDEK leader V. lyssaridis repeated 
that the recent decision of the party's congress to contest the presidential 
alection is still in force. As concerns AKEL, it is more than certain that it 
will not have a candidate of its own but it will support a non-leftist except 

of course Kliridis and lyssaridis. Ag 0 AGON recently reports, AKEL is conducting 
high level discussions with DI.KO about supporting Kyprianou's candidacy. Jiu any 
case, AKEL has not yet reached an official and finsi decision on supporting any 
candidate. Finally, it is certain that DI.KO will contest; the election with its 
leader and President of the Republic Spyros Kyprianou as its candidate. 
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EDEK Decision 


Nicosia O AGON in Greek 26 Jan 82 p l 


[Text] EDEK Chairman Vasos Lyssaridis described as unrealistic the report of an 
afternoon newspaper about a proposal that he assume the Ministry of Foreign Affairs 
and that two other ministries be given to EDEK cadres in exchange for his party's 
support of President Kyprianou in the next [presidential] elections. 


Lyssaridis said that his party's decision is the same as the one he stated during 
an interview with 0 AGON. EDEK, that is, will participate in the next elections 
with himself as candidate. 


According to reports published in an afternoon newspaper, AKEL favors the above 
proposal in order to ensure EDEK's cooperation in the next elections. The news- 
paper reported that a proposal was made for Lyssaridis to assume the Foreign 
Affairs Ministry and for two EDEK cadres to assume the Ministry of Education and 
another ministry. 
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POLITICAL CYPRUS 


COALITION GOVERNMENT SEEN 'UTOPIAN' AT PRESENT 
Nicosia 0 AGON in Greek 9 Feb 82 p 1 


ext/ We believe that, under the present conditions and today's givens, President 

rianou is absolutely right in refusing to form a coalition government. He 
rightly sees that the present reality does not favor an all-party government nor 
is it suitable for the normal and effective functioning of the government. 


Under the present givens an all-party government would develop into a government 

of confusion and instead of promoting the unity of the people would promote its 
division. Such a government would collapse into the ocean of differences 
separating the parties as concerns the confrontation of the national problem and the 
many vital internal problems, 


de have pointed out in previous articles that the preconditions for such an all- 
party government do not exist and that the most important prerequisite for rorming 
such a government is the existence of a common policy as concerns the national 
issue and a common program for the most serious internal problems--a policy and a 
program the all-party government would be asked to complement. 


But such common policy and program do not exist at this moment. On the contrary, 
there exist many policies and many programs. How then can such an all-party 
government take decisions on the national issues when it is known that “DEK, AKEL 
and the Democratic Rally /DISY/ have differing policies on these issues? Would, 
for instance, the AKEL ministers agree that a western initiative on the Cyprus 
question be accepted by such a goverment? 


Would £DEK accept a possibie AKEL proposal that this all-party government proceed 
with new additional territorial concessions to the Turks?--or accept new proposals 
similar to Waldheim's "ideas?" What decision can such government take with regard 
to the SEC induction when AKEL and ED&K say "stay out of it" while DIKO and DISY 
say "join it?" What decisions can be taken on economic subjects when the philosophy 
of each party in this area is completely different? What policy can such a 
government implement when the AKEL minister will promote his party's policy in his 
ministry, while the EDZK minister will do the same? 


The House of Representatives sessions will become sessions of the Ministerial 
Council of the all-party government. The adoption of decisions will be difficult 
and once taken their implementation will be undermined by the parties which 
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opposed them. In reality no government will exist but a mere babble of voices. 

The all-party government is a wonderful concept, but under the present conditions 

is utopian. Before it is formed, a common policy on the national issue and a 
common program on serious internal problems must be found. Only then can we proceed 
toward forming such a government. However, if such conditions for forming an all- 
party government exist, then it is possible to form a strong government. And such 
government can be formed by appointing as ministers capable and independent 
personages who enjoy the people's confidence and promote its unity. This is the 
type of government our country needs and President Kyprianou should move in this 
direction. 
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POLITICAL CYPRUS 


CYPRIOT, GREEK POSITIONS ON UN ISRAEL VOTE HAILED 
Nicosi2 0 AGON in Greek 10 Feb 82 p 1 


[Text/ The UNGA adoption by a smashing majority of the resolution condemning the 
piratical and venturesome Israeli decision to annoy the Syrian Golan Heights reflects 
the international indignation against this country whose leadership behaves in a 
terribly irresponsible and highly dangerous way to the international peace and 
security. 


The stand of Cyprus and Greece on this fundamental issue has surely been the 

proper one. when a part of our fatherland is occupied by a foreign aggressive power 
and faces the danger of being annexed forcibly by Turkey, we do not think we could 
have taken a stand other than to side with the struggling Arab world in claiming 

its rights. 


Cyprus will always side with the Arab world until Israel's aggressive policy is 
terminated under international pressure and until that country's government 
recognizes that the power of its strength cannot safeguard its own security nor can 
it trample on morality and justice. 


Unfortunately, Israel cannot understand that the safeguarding of its security lies 
in signing an honorable peace with the Arab world, in returning to the Arab 
countries their occupied ancestral soil, in restituting to the Palestinians their 
rights and in the establishment of their own independent state. 


Without these elements for a solution of the Mideast problem, Israel will never 
feel safe and will always be exposed to the dangers arising from the just anger and 
reaction of the Arab people who are struggling for their occupied lands. 


Israel and Turkey have become two dangerous saboteurs of world peace and order. 
telying on the Americans they trample on principles and rights and are proving 
themselves to be unreluctant imperialists. Now in Golan and now in Cyprus, now in 
Lebanon and now in the Aegean, they challenge peace and instigate clashes. 


Cyprus therefore cannot side with Israel. Its position is with the Arabs because 
our just struggle has many common points with the struggle of the Arab world. 


Also, it is because in our every difficult moment it has been the Arab world that 
has extended us a hand of assistance. 
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It is our duty to give our support, albeit small, to those people who are suffering 
the same hardships as we do. And the Arab world is experiencing a tragedy similar 
to ours and are f-ilow travelers on a common, rough, horrendous march whose end 
cannot be but what the rights of the Palestinians and the Cypriots dictate--not 

the power of Attila's and Begin's strength. 
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POLITICAL CYPRUS 


AKEL INVITES COMMUNIST PARTIES TO 15TH CONGRESS 
Nicosia KHARAVGI in Greek 14 Feb 82 p 1 


/Text/ The AKEL press office has issued an announcement which states that the 
"preparations for the 15th AKEL Congress to be held in Nicosia on 13-16 May 
are proceeding in an atmosphere of enthusiasm, responsibility and steadfast 
trust in the working Cypriot people and their people. 


"The political office of the AKEL Central Committee, which met in two sessions, 
studied and finally approved the activity report of the party's central committee 
and central executive committee that the central secretariat had drafted. This 
important document that consists of seven main chapters, i.e. international 
relations, the Cyprus issue, the Cypriot political situation, the Cypriot 
economic situation, the mass movement and duties, has already been forwarded to 
the members of the party central committee and central executive committee which 
will meet in the first part of March to study it and to approve its final version. 


"Once approved by all the members, the activity report of the AKEL Central 
Committee and Central Executive Committee to the 15th AKEL Congress will be 
published in 15,000 copies for distribution to all party members for study and 
discussion in their party organizations. Thus, the document that will be before 
the 15th Congress for discussion will be the result of collective work by both 
the leadership and party members. 


"In the meantime, all the communist and labor parties abroad have been informed 
about the 15th AKEL Congress and many have been invited to take part with their 
representations. 


"The 15th AKEL Congress, which is taking place at a time of international 
tensions, especially in the Eastern Mediterranean and the Middle East, because 
of the aggressiveness and intrusiveness of the imperialists and their agents, 
is assuming special significance. The importance of the 15th AKEL Congress 

is increased even more by the fact that the presidential elections will take 
place in 10-11 months, elections that will be the most important in the modern 
history of Cyprus." 
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POLITICAL DENMARK 





UN DELEGATION PUSHING FOR CONVENTIONAL WEAPON DISARMAMENT 
Copenhagen INFORMATION in Danish 21-22 Nov 81 p 3 
[Article by Haagen Cumlet ] 


[Text] Eighty percent of the world's military expenditures go for the procurement 

of conventional weapons, but only one single time in the UN's history has the Gen- 

eral Assembly in New York been able to pass a resolution on the use of conventional 
weapons. 


This happened last year and got Denmark, the proposer of the resolution, mentioned 
in the UN disarmament book for 1981. 


No UN resolution, in the meantime, is transformed into practical action if it is 
not accompanied by a so-called mandate, and it was precisely for this reason that 
the Danish proposal--on its way through the system--ran up against one of the bar- 
riers that are so abundant in the United Nations and its many subsidiary organiza- 
tions. 


Now the Danish UN delegation in New York is trying a new strategy to have the man- 
date accepted which is necessary to begin specialized studies on the problem of 
conventional weapons. 


As a result of last year's Danish resolution, the mandate should have been worked 
out during the May-June meeting in the special disarmament commission. 


Disagreement 


The commission, which by chance Denmark is chairing this year, approves matters 
only with complete unanimity without a vote--or not at all. Since there was no 
agreement on what the study mandate should contain, the Danish resolution's fur- 
ther progress toward realization was halted. 


Without waiting for other thoughts from the disarmament commission, the Danish 
UN delegation has now sent the text of a resolution on the same subject to the 
General Assembly's subcommittee on disarmament and security. The Danish repre- 
sentative in the subcommittee cannot predict how the proposal will fare there. 
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The Danish proposal to deal with conventional weapons in the UN was accepted in 
the General Assembly last year with 101 votes for and 14 against (including the 
Eastern states), and 24 abstentions. The Danish diplomats were surprised that 
many of the so-called noncommitted countries, which are dependent upon the import 
of weapons from the industrial countries, voted for the resolution on conventional 
weapons. 


In the Danish ministry of foreign affairs’ report to the Folketing on the previous 
UN General Assembly, under the heading "UN Study of All Aspects of Conventional 
Weapons," it says that "for years Denmark has emphasized the importance of the 
problems involved with conventional weapons--including the international weapons 
trade--being placed in one form or another on the agenda uf the discussions on 
international disarmament." 


The UN committees that deal with security and disarmament--as a Danish diplomat 
emphasizes--have only studied nuclear weapons and the new weapons of mass destruc- 
tion of chemical and radiological character, or disarmament seen in relation to 
development, regions, and security. 


"It is surprising when one thinks about it," the Danish diplomat added, "that up 
to now all wars have been fought with conventional weapons with the exception of 
the two atomic bombs the Americans dropped on Japan in order to end World War II." 
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POLITICAL DENMARK/GREENLAND 


ATASSUT CHIEF CHEMNITZ: GREENLAND MAY STILL REMAIN IN EC 
Copenhagen BERLINGSKE TIDENDE in Danish 25 Feb 82 p 1 
[Article by Chr. Brondum] 


'Text] The Greenland voters decided by 52 percent against 46.1 percent to 
request the Landsting and the Danish government tosee to it that Greenland 
withdraws from the KC. But even if it is a question of a majority, it is 
not certain that Greenland's withdrawal will become a reality. 


The leader of the pro-EKC party, Atassut [Mutual Cooperation], stated that 
the unexpectedly small majority in favor of withdrawal does give rise to 
serious considerations. Prior to the referendum, Lars Chemnitz stressed 

that there would have to be a major majority in favor of Greenland's with- 
drawal in the guiding referendum in order for Greenland's EC relationship 

to be changed with the consequences such a withdrawal will have. "There is 
only a difference of 1,400 votes, and that is a small majority. We shall now 
make a decision on the move which Atassut will make in the Landsting." 


If in the elections to the Landsting in 12 months Atassut obtains a majority 
in the Landsting, the party will have time to stop the procedure of with- 
drawal, seeing that the results of the referendum are not legally binding 

on the Landsting. 


The chairman of the local Greenland government, Jonathan Motzfeldt, however, 
has no doubts. A majority is a majority, he says, and he asks Atassut to 
help find a joint move for the negotiations with the KX. 


There were 12,615 votes against and 11,180 votes for EC membership, and thus 
a difference of 1,435. That means that the 1,600 primarily Danish employees 
at the U.S. defense areas at Thule and Sdr. Stromfjord might have changed 
the outcome of the referendum if they had had the vote, which they probably 
will only get after the Landsting in its fall session has discussed a 
proposal to that effect. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


BRANDT ON SCOPE OF OSTPOLITIK, POLAND POLICY 
Hamburg DIE ZEIT in German 5 Feb 82 p 3 


{Interview with SPD Chairman Willy Brandt by Gunter Hofmann and Rolf Zundel of 
DIE ZEIT: "A Policy of Detente Without Callousness"] 


[Text] ZEIT: Mr Brandt, you have expressed the fear that Bonn may be forced to revise 
its foreign policy if the situation in Poland does not improve. Is it not a fact 
that a painful process of reexamination has been going on for a long time and that 
the scope of a German policy of detente has been waning for years? 


Brandt: The way I see it, we have lately been having difficulties in getting 
together with the French and the Americans, but for different reasons. As far as 
the alliance is concerned, it is imperative to find out whether or not the United 
States continues to want to adhere to the policy developed jointly 15 years ago. 
Personally, I am not sure, for there have been contradictory statements. When I 
say "15 years ago," I am referring of course to the 1967 Harmel report (Pierre 
Harmel was then Belgian foreign minister--Ed). At that time we told the alliance 
that only defense and detente combined can add up to an alliance security policy. 


ZEIT: A great deal has changed since. 


Brandt: If we envisage what has been happening these 15 years, it is of course 
true that there have been changes in both fields--in defense, if for no other 
reason, because new weapons have entered the picture on both sides, and in detente 
because the German contribution, but also the U.S. contribution, had not yet as- 
sumed any kind of shape at that time. Both factors have changed. But the idea 
that the two go together ought to remain valid, I think. 


ZEIT: Tne Americans are moving away from NATO? 


Brandt: I said that there have been contradictory statements. Some fairly high 
placed people in Washington think that the Russians actually are given something 
for nothing if one engages in armament control talks with them. This is not the 
concept the alliance started out with. The alliance thought that it was in the 
common interest to work toward talks about limiting armaments and perhaps even 
disarmament. That surely is the key question. In the event that this does not 
come off, it would indeed be proper to reexamine our foreign policy. 
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ZEIT: In fact there has been an increase in U.S. opinion that the Federal Republic 
would be well advised to stop at long last to chase after the chimeras of detente. 
This mood has found its way even into the Foreign Office, where a paper of the 
planning staff mentions that the core of Western policy is "to manage the decline 
of [the] Soviet empire" [quoted in English]. If this is the objective, is it in 
fact still possible to conduct a policy of detente? 


Brandt: It probably is inevitable, particularly in planning sections of foreign 
ministries, for things to be considered and also roads to be pursued that are not 
well trodden. But, in my opinion, German policy would take on far too much and 
end up at the wrong place if it came under what is paraphrased as "to manage the 
decline of [the] Soviet empire." That does not mean that I wish to deny that for 
various kinds of reasons the Soviet sphere of power is in a crisis--including an 
ideological decline and including economic difficulties which are even greater 
than those of the Western world. 


ZEIT: And what conclusions are to be drawn from this? 


Brandt: First of all, that a question mark should probably be added to a number 
of excessive fears in the military sphere. Let me give an example to make this 
clear. In the calculations we use as a basis in comparing the forces of the War- 
saw Pact and the Atlantic Alliance, Poland figures with a certain amount of divi- 
sions. There is legitimate doubt as to whether we are in a situation in which we 
are acutely threatened by these Polish divisions. But the only reasonable conclu- 
sion which I think can be drawn from the crisis in order to advocate a different 
policy is, without chasing after any illusions, to continue to try to limit arma- 
ments and organize businesslike cooperation. That, you see, was the content of 
what we called a policy of detente. 


ZEIT: Let us assume that your worries because of changes in U.S. policy turn out 
to be justified. This nation would then have the task of being the last to hold 
high the banner of detente. Would the Federal Republic then not take on too much? 
Would it then not find itself isolated? 


Brandt: I don't think so. Besides, of course, the alliance is not organized in 
such a way that a new formulation of U.S. policy would automatically affect the 
members of the alliance. In the alliance the Federal Republic is a momentous 
partner; nor is it by any means alone among the partners of the alliance. Sure, 
there is need to talk in the alliance from time to time about adjusting an agreed 
policy, but I don't perceive a situation where all of a sudden the United States 
plus the other allies would be on one side and we, by ourselves, on the other. 


ZEIT: And yet there are not just difficulties in getting together with the United 
States; the initial reactions in France to developments in Poland were also quite 
different from ours. 


Brandt: One should exercise caution in assessing the drifting apart of reactions, 
particularly gut reactions to the Polish events. Suddenly a number of things can 
look different. It is no longer the Germans who are being criticized, but now 

the French government is the focal point of criticism because it has concluded 

the natural gas deal (with the Soviet Union--Ed). 
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In my opinion, however, these reactions have to do much more with European history 
than with the policy of the alliance. Surely it is no coincidence that a German 

is and probably has to be more reserved than others when it is a question of camps 
in Poland, because if he were to talk about them he would instantly invite the 
question as to what camps have existed in Poland in the past. This self-conscious- 
ness, this special embarrassment hailing from the past, is no problem for the 
French. 


ZEIT: But there are not only statements by Poles in which the Bonn detente poli- 
ticians are reproached for having morally capitulated. This charge is also being 
made by leftists in the West. One example among many: Andre Gorz, one of the 
spokesmen of the new left in France, talks of a German readiness for despotism 
now being evidenced in the form of German realpolitik, of a policy amounting to 
avoiding a failing out with the Soviet Union. 


Brandt: I think there is a basic misunderstanding here. For a start: If there 
have been any illusions anywhere, it was probably in connection with the Helsinki 
process. Capable officials were kept in session there until they came up with an 
adequate number of compromises in formulas which led some people to believe that 
communism could be texted out of existence with the help of the Helsinki Final Act 
(in 1975 at the Conference on Security and Cooperation in Europe--Ed). That was 
an illusion. 


This of course does not rule out one's citing Helsinki. We who developed the 
policy of detente on the German side have, after all, never understood it to be a 
policy of callousness signifying that we are now coming to an arrangement and that 
the price for our being a little better off is that others had better stay in the 
system in which they find themselves. Rather we proceeded from putting up with 
the borders in Europe, we proceeded from the existence of mutually irreconcilable 
political systems--but without pledging ourselves to ignoring history. Because 
we knew that history does not stand still either in the West or in the East. 


Agreement was reached concerning the rules of cooperation between states. No 
agreement was reached about processes of development in the respective societies 
and states. To my mind our policy has always been connected with the fact that 

it must of course not stand in the way of people being able to claim more freedom, 
of being able to gain more human rights. 


ZEIT: Was it not one of the conditions of this policy that one forgoes unneces- 
sary ideological battles in order to achieve practical results? Yet now Andre 
Gorz says that precisely these ideological battles are necessary for the social- 
ists' image of themselves, for their identity, for the credibility of their mis- 
sion of helping the oppressed everywhere. Is not the speechlessness of a number 
of leftists after Poland connected with their having become too accustomed to 
realpolitik, to the status quo? 


Brandt: I cannot see that the Social Democrats have ever abandoned ideological 
confrontation. Perhaps we have not always conducted it as clearly as we should 
have, but we did state unequivocally that we were not abandoning our own posi- 

tion, that we did not want any mishmash. In other words, we proceeded from the 
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premise that the struggle for the best answers to the people's question--as to 
how they want to live, as to how they want to live together--must continue to be 
waged. Nor can I see, however, how a policy of confrontation could yield better 
results for the freedom of the people in East Europe. 


ZEIT: Insuring peace and a policy predicated on change are not policies that 
stand in each other's way? 


Brandt: Surely our policy consisted in insuring peace in order also to enable 
development in East Europe and to break up incrustations. Without detente 
"solidarnosc" would hardly have been able to come about and work in this form. 

I don't see how with the support of military power one might want to change the 
situation in the East European countries. Surely the question is this: How can 
the situation be one that does not appear to cause military jeopardy in the eyes 
of the hegemonic power while nevertheless a change takes place which corresponds 
to the wish and the will of the peoples? I do think the Russians still have a 
lot to learn there since they have not yet understood that they also could have 
an easier time of it. 


ZEIT: What possibilities are there of influencing Poland beyond the confines of 
spheres of interest in order that a development may occur there which is also in 
line with what you want? Protests? Sanctions? 


Brandt: Protests can be meaningful. They can also make it clear that, as we see 
it, martial law and a policy of peace are irreconcilable. But they must not lead 
to shutting one's eyes to the difficult problems we are dealing with in East-West 
relations. 


ZEIT: Sanctions? 


Brandt: Perhaps I am particularly unsuitable for discussing this, because I am 
comparatively old and since my youth have noticed how economic sanctions were 
proposed time and again without my witnessing a single case where they had a 
reasonable political effect. I don't know of any case where it led to anything. 


Quite apart from that, I did not consider them helpful as regards Poland either. 

Surely it could be regarded as downright cynical if one told the Poles: Because 

others--in this case your own rulers--are treating you badly, we will now ban de- 
liveries of food. I am therefore in favor of our participating in relief actions 
to help people in a very difficult situation. 


As regards the effect of sanctions, I remain skeptical. It is quite another thing 
to express one's expectations and demands. In that respect it was prudent for 
us--the government, the coalition, my party--to say that we could not approve of 

a state of emergency, of "martial law," in Poland. We cannot be in favor of 
thousands of people having been imprisoned. We cannot be in agreement with the 
fact that people do not have the opportunity of exercising their union rights. 

We expect, we demand, abolition of martial law and the release of people. 


ZEIT: The West has made sanctions dependent on a change in conditions in Poland. 
Does this not start an automatic confrontation, with repercussions also on the 
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disarmament negotiations in Geneva? For it appears hardly possible for condi- 
tions in Poland to improve in the foreseeable future--as measured by Western cri- 
teria anyway. 


Brandt: I am not overly optimistic, but I would not say a priori that there can- 
not be a change for the better in Poland. 


But, apart from this development, I cannot see how the Poles could be helped by 
breaking off disarmament negotiations, as has also been demanded by some of us in 
the Fed.ral Republic. This demand was not taken up by the Americans. Rather, 
they decided that talks and negotiations should continue--probably also in the 
realization this does not amount to any kind of concession to the Russians but 
that the negotiations are bound to be of great interest to both sides. 


ZEIT: The SALT--or, as Reagan says, the START--negotiations for limiting strate- 
gic arms have been adjourned, however. And even the statements by U.S. Secretary 
of State Haig on the question as to the extent to which Polish developments affect 
the talks in Geneva are capable of all kinds of interpretations. 


Brandt: This does not in any way change my opinion that it would not help Poland 
to allow the disarmament negotiations to fail. That would be based on the false 
premise that only the Russians are interested in the result of negotiations. We 
are too, and I think the Americans are as well. 


ZEIT: The disarmament negotiations primarily depend on how the Americans and the 
Soviets assess the situation. But the FRG government and the SPD also have a 
responsibility there. Is the SPD meeting this responsibility in its guiding pro- 
posal for the Munich party congress? They regard it as support for the chancel- 
lor's position--that is, to attain positive negotiation results via the twin deci- 
sion. But does this support really exist if the proposal softens the negotiating 
position in advance? 


Brandt: I cannot »%e it that way. Surely the guiding proposal which the SPD 
Executive introduced for discussion preparatory to Munich and then for decision 
in Munich conieins quite a few things. The SPD is stating its opinion concerning 
security, armament control and disarmament. The one passage to which you allude 
states: We want to decide in the fall of 1983 how we stand in regard to the pos- 
sible stationing of new weapons. 


Our motivation was to follow what was stated in the Brussels decision of December 
1979, namely that the alliance decides about its needs--in other words, between 
zero and k--in the light of concrete negotiations. All the SPD wants is to state 
preparatory to this decision of the alliance what, in its opinion, is called for 
in this case in the national interest and what it advises the government to do. 
One cannot want to decide in February 1982 something which will not come up for 
decision until fall 1983. 


ZEIT: Does not the effect of the twin decision consist in providing for the de- 
cisions becoming somewhat automatic? And this automatic feature is weakened if 
1) the SPD reserves its decision and 2) it introduces considerations of a mora- 
torium before the negotiations are over. 
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Brandt: The SPD has not invented anything new here. If the draft of the SPD 
resolution now states that there must not be any automatic feature, it repeats 
what the SPD resolved as early as December 1979 in Berlin. This has its own 
weight, you see. Even though the SPD points to the possibility of a moratoriun, 
it takes up what it said about it at its last party congress and what now really 
makes a lot of sense. Surely it would make no sense for the two big powers dur- 
ing the final round of truly promising negotiations not to agree that no further 
weapons are to be stationed on the one side or on the other. 


ZEIT: Is it really realistic (and can you imagine so as SPD chairman) for the 
SPD to go into the election campaign in 1984 with the statement that unfortunately 
missiles will not be stationed here? 


Brandt: I do not make the assumption that Geneva is bound to fail. What I assume 


is that it must be possible to induce the Soviet Union to take such measures as to 
make it unnecessary to station new weapons in this country. 
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POLITICAL FINLAND 


PAPER SEES COMMUNIST PARTY ONLY 'BUYING TIME' 
Helsinki HELSINGIN SANOMAT in Finnish 9 Feb 82 p 2 
[Editorial: "Communists Buying Time"] 


[Text] The SKP [Finnish Communist Party] Central Committee succeeded in keeping 
the ranks of the Communists for~ally intact and avoided a party split. In this 
way it also fulfilled the wishes expressed on the part of the Soviet Communist 
Party. The Central Committee unanimously called for the convening of an extra- 
ordinary congress in the middle of May. 


Also keeping government negotiations in mind the Central Committee approved with- 
out taking a vote a stand which -- in the manner of the other parties -- concen- 
trates on the demand to alleviate unemployment. The Communists' list of means for 
finding the necessary funds to accomplish this goal is again directed in a familiar 
pattern at the party system, "big capital", and at increasing the debt. 


Instead of splitting the party the SKP Central Committee thus presented with these 
decisions a seemingly exceptional degreee of unanimity compared with the continuing 
conflict that has torn the party apart for nearly 16 years. However, there is no 
reason to draw any further conclusions in this respect. This unanimity is only 
ostensible and dictated by a necessity resulting from the emergency situation in 
the party. 


The alternatives or purges at this meeting of the Central Committee were not in 
the final count acceptable to either side. The result of purges would apparently 
over a period of time mean two communist parties, radical and revisionist. The 
power of the communist movement would become perceptibly weaker in the parliament 
just for reasons of election mathematics alone. 


The reasons and factors in the party conflict are exactly the same after the Cen- 
tral Committee meeting as they were before. They lie above all in the party's lea- 
dership, without whose change the restoration of unity cannot be achieved. Chair- 
man Saarinen has again expressed his hope that the party leadership would be chan- 
ged at the congress in the spring. He himself seems ready to resign from the bur- 
densome job of the chairmanship, but this alone will not resolve the conlfict. 


In the deliberation of the party confl‘ct the Central Committee has only bought 
some time. From this point on the most ignificant factor in the development of 
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this conflict will be the preparations for the extraordinary congress. Whether 
this interim period will be used to strengthen support for each faction or for the 
building of real unity is not unambiguous. It is doubtful that a completely uni- 
fied policy line will be carried out in this respect. 


If everyone in the party is not ready to adopt conciliatory solutions, the mainte- 
nance of an open quarrel is, however, restrained out of a fear of possible purges 
at the congress. 


It is apparently a time for lowering of voices in this war of words. An attempt 
is now being made to give the positions of the party organs a stamp of unanimity. 
If this is so, it could mean a hardening of the SKP line even before this spring's 
congress. 
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POLITICAL GREECE 


OBSTACLES SEEN IN PASOK OVERTURE TO CENTER 
Athens EPIKAIRA in Greek No 708, 25 Feb 82 p 22 


/Editorial: "'Can and Does PASOK Want' to Make an Overture to the Center? The _ 
Opposition Strongly Questions the Intentions and Capabilities of the Government"/ 


/Text/ To the problems concerning the creation of new --or of several new-- 
political vehicles to which this newspaper column referred last week, must now 
be added another new element: published reports on the possibility of a PASOK 
overture to the Center. If, in fact, Mr A. Papandreou has such intentions, 

they must be connected with corresponding inquiries to other party or extra-party 
grounds that are motivated by the same perception: that during the 4 months of 
PASOK government, the lack of a third party lying between the ND and Mr Papan- 
dreou's p.rty, has become evident. The question is if, in fact, today's prime 
minister "wants" and if his party "can" cover this center ground. Even though 
the opposition is expressing basic objections about the real intention of 
PASOK's president, nevertheless the possibilities of success of such an overture 
are being examined, even in the form of a provisional political maneuver. 
Moreover, in politics, volition does not have as much significance as the 
possibility of realizing party goals. 


The relative concept links a possible overture to the Center by PASOK with the 
need for the reestablishment of a psychological atmosphere in the economic 
sphere, where fear of immediate socialist changes have brought about "investment 
stagnation" and "mass flight of capital abroad." 


180 Degree Turnabout 


As noted by elements that belong to the conservative wing of ND, in order for 
such an overture to succeed in its goals, Mr Papandreou must not only abandon 
his pre-election proclamations about socialization, etc., but additionally he 
must follow a less progressive social policy than the three previous governments. 


These same elements call on many facts to prove the impossibility and uselessness 
of such an overture by PASOK. Three of these facts, while not being the most 
significant, still characteristically attribute "crying inconsistency" to PASOK's 
rumored flirting with the Center. Specifically, these facts refer to the following: 


67 

















Sensational Contradictions 


1. Mr G. Mavros who appears to be the key man of the PASOK move toward the Center, 
had criticized the ND government, 2 years ago, namely for having moved toward 
nationalizations to a degree greater than any other West European country, 
including those with social democratic governments in power. 


2. A few days ago, an unusual dialogue between former Minister G. Panagiotopoulos 
and Minister of Commerce Akritidis took place in parliament. The latter wanted 

to praise a concrete measure of the government as a "socialist achievement," and 
Mr Panagiotopoulos reminded him that a corresponding measure --in fact, a bolder 
one, as I said-- had been taken by ND. Somewhat disconcerted, Mr Akritidis 
accepted the correction, but he added the following: "It seems that it was at 

a time when socialmania had dominated you." In vain, Mr Panagiotopoulos asked 

for clarification on whether the reference to "socialmania" by the PASOK 
minister was made as an indication of reproach or as an expression of praise for 
the ND government. 


3. Mr Klein, the American Nobel Peace Prize winner, whose advice was sought by 
the government on how to confront the economic crisis, summarized his suggestions 
in one and only piece of advice: "A condition for economic recovery is salary 

and wage controls." 


Those people suspicious of Mr Papandreou's intentions as far as "turning to the 
Center" is concerned, call on these three facts to show how indefinite and 
ambiguous the ideological limits of a split in economic policy are, a policy 
that Greek government are obliged to follow under current conditions of 
international crisis: At the same time, they want to prove how limited the 
options are that the two biggest parties can resort to from the position of 
authority. 


Restricted Limits 


More specifically, it is being maintained that the ND governments had been 
obliged, for political reasons (increase of social pressures that had accumulated 
during the dictatorship) as well as ideological reasons (trends toward the 
Center), to go to extremes in the exercise of a progressive --and, according 

to others, an advanced-- social policy. 


A policy that outflanked the position of the Center from the left, as evidenced 
by criticism of Mr Mavros by the Right, and now PASOK is removing the possibility 
of perceptibly differentiating it from the positions already taken by ND. 


This is also one of the reasons wht PASOK's "socialist road" was laid out on 
the fringes of the Left since Mr Papandreou's party could not otherwise outbid 
the ND in social benefits and popular slogans. 


This argument comes to the conclusion that the present government will have 
great difficulty in following the "realistic" policy that economic conditions 
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impose, and it will have even greater difficulty in reestablishing an atmosphere 
of confidence among the productive classes which it has until now considered as 
a class adversary. 


KKE Opposition 


Besides all of the above, it is certain that an attempt toward an overture to 
the Center by PASOK will meet with rabid opposition and corresponding political 
exploitation of it by the KKE. Objections can be raised that the parliamentary 
strength of the government party and the clearly more conservative post-election 
composition of its popular base give it the capability to confront any attack 

by the Left. PASOK, however, does not take into account either the present 
corresponding forces in the electoral body or the influence and control of 

the organized mass intermediaries. Thus, its fear over a possible rift with the 
KKE is especially concerned with the losses it will inevitably suffer in the 
trade union movement. In this area which had been a "ground of joint action" 

for both PASOK and the KKE when Mr Papandreou's party was in the opposition, 

the balances are very sensitive and easily overturned in favor of the Left which 
is ready to appropriate the exclusive rights over the "demanding struggles" of 
the workers. 


All of the above remarks are considered as being the negative factors for which 
PASOK "cannot" implement a persuasive and decisive overture to the Center. And, 
of course, the refutation of "can" renders a discussion of "want" useless. 
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POLITICAL GREECE 


AGEE INVITED TO 'ANDL' MAGAZINE ANNIVERSARY CELEBRATION 
Athens ANDI in Greek No 199, 19 Feb 82 p 12 


/Excerpts/ After 10 years existence, ANDI feels the need to get to know its 
friends close up. With discussions, music, theater, movies and dancing ... 
until the morning hours. 


We will talk about the cultural movement in Greece, the current situation and 
prospects for cultural development; about the peace movement and nuclear 
disarmament; about the Cyprus issue and prospects for its just solution. 


Also to be discussed are what prospects does the alternative press have, with 
examples from the German newspaper TAGESZEITUNG and the Belgian weekly POUR. 


ANDI, revealing as always, has invited Philip Agee to speak about CIA's 
intervention in Central America and to show a one-of-a-kind movie. 


Attending will be many Greek intellectuals, you, ourselves and the following 
foreign friends of ours who will speak and take part in our party: 


Daniel Cohn-Bendit, the well-known leader of the May 1968 manifestations in 
France and the publisher of the periodical PFASTERSTRAND. Klaus VWasner, 
representative of the “greens of West Berlin" organization Alternative Liste 
and reporter for TAGESZEITUNG. Oldrin Gwace, former British Labor Party 
member of parliament and member of the council of the Institute for Labor 
Controls in Great Britain. Jean Claude Gareau, member of the Belgian movement 
for nuclear disarmament and member of the editorial board of POUR. Yvon Bourde, 
professor at the School of Advanced Social Studies in Paris and a specialist 
in self-determination issues, a writer and member of the editorial board of 
the periodical AUTOGESTION. Renato Nicolini, cultural official in the Rome 
municipal government. 
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MILITARY DENMARK 


SDP ESTABLISHES WORKING GROUP TO STUDY SECURITY POLICY 
Copenhagen BERLINGSKE AFTEN in Danish 12 Feb 82 p 3 
[Article by Rolf Bagger] 


[Text] During the coming weekend, the central committee of the Social 
Democratic Party will establish a working group to provide material on 

the Danish defense and security policy in the widest sense. In particular, 
material will be provided and presented on the means--military as well as 
non-military--with which Danish defense can be conducted. The working 
group will thus also look into ways in which the population may become 
prepared to offer non-violent resistance to an occupying power, if any. 

In the fall, the material will be published and sent to the individual 
party groups throughout the country for debate. 


Today, Friday, the executive committee of the Social Democratic Party will be 
presented with a list of names proposed as members of an internal working group 
within the party which is to provide and submit material on Denmark's security 
policy situation, the defense of Denmark and the party's security policy. If 
the list is approved today, it will be finally adopted at the meeting tomorrow, 
Saturday, of the central committee of the party. 


The working group is a result of a resolution adopted at the annual meeting of 
the party held at Alborg in September of last year and a subsequent decision made 
by the central committee to procure material which may form the basis for a 
future, broad debate within as well as outside the party. 


The background to the decision is the disagreement within the party on the defense 
policy which became widely known last year prior to the adoption of a new defense 
agreement between the Social Democratic Party and four non-socialist parties in 
the Folketing, but without the Radical Liberal Party. The fact that the working 
group is being set up only now is, to some extent, due to the December elections. 
However, the composition of the list of names has also taken some time and was 
thus already discussed at a meeting of the executive committee 2 weeks ago. 


"We call it a working group,'"' says Ejner Hovgaard Christiansen, party secretary. 
"We want to find a fairly small group of people who are already working with these 
things, who are familiar with them, and who are used to drafting reports. The 


Said group may then acquire further expertise during the preparation of the report. 
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In the course of the work itself, the said group will consult an even smaller 
group, which will be the political element in the work. This will some time next 
fall result in a draft which the working group will present to the executive 
committee, which, in turn, will present it to the central committee. After being 
approved by the central committee, the material will be published and sent to the 
various party groups and to the public for a broad, general debate." 


The task of the working group will be to procure material for a broad debate on 
Denmark's security policy situation and the party's security policy, on how and 
why conflicts arise, on the North-South problems, on how to use the NATO member- 
ship to further relaxation, on the possibilities of non-violent defense in case of 
occupation, on the tasksof the civil defense, and on the distribution of tasks and 
resources for Army, Navy, Air Force and Home Guard. 


"Through the material and the debate, a broader understanding is to be created 
of the objectives and the policy which, in this area, are laid down by the com- 
petent organs of the party," Ejner Hovgaard Christiansen says. 


During the first reading by the Folketing recently of a bill from the government 

on the organization of the Danish Armed Forces, the Radical Liberal Party expressed 
the desire that a special total defense committee be set up. Defense Minister 

Poul Sogaard promised, on that occasion, to be favorable to the idea. 


A l'otal Defense Committee 


Total defense is the term for the total, coordinated efforts during war by military, 
civil defense, police and administrative authorities, called civil preparedness. 


The work in planning the total defense has of recent years suffered a rather sad 
fate. In the case of the civil defense, the retrenchments of the last 15 years 
have caused the capacity of the civil defense to be cut by 50 percent. At the 
superior, decision-making level, the civil defense has belonged under the Ministry 
of the Interior, which, in general, has disregarded the work and, to a large ex- 
tent, has used the (modest) staff granted for entirely different tasks. The 
technical civil preparedness authorities have led a retired life in an office 
placed under the civil defense board. 


But as far as total defense and especially civil preparedness are concerned, 
thines are now happening. The government has already previously stated that the 
work must be given higher priority, and, at a government meeting last week, it 
was decided to set up a committee of ministers, comprising Defense Minister Poul 
Segaard, Foreign Minister Kijeld Olesen and Minister of the Interior Henning 
Rasmussen to safeguard the political aspects of this work, while a cross-ministry 
committee chaired by Permanent Undersecretary Helge Odel of the Ministry of the 
Interior will be in charge of the execution and the administration of the work. 


This week, another thing happened, viz. that the three ministers concerned by 
letter were summoned tc attend the meeting of the central committee of the Social 
Democratic Party to be held on 24 April. The main topic of the said meeting will 
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be total defense, and the ministers have been asked to be available for the meet- 
ing and to bring a report and the necessary material for the discussions of the 
central committee. 


The background to all of these initiatives and the efforts within the government 
and the Social Democratic Party is ostensibly a growing pressure from the popula- 
tion, from the political left wing and from the Social Democratic Party's own left 
wing at the moment. The peace movements have made their contribution as has a 
feeling of a general break with the traditional East-West positions in Europe. 


This pressure has, among other things, been manifested in a growing interest in 
the general ability of the society to offer resistance during war and in the 
protection of the civilian population--an interest which certainly is not always 
coupled with an acceptance of Denmark's military defense and place within NATO. 


Within the Social Democratic Party, it has thus been suggested that an increase in 
the grants for civil defense and civil preparedness would be necessary, and that 
it would be reasonable to take these funds from the defense budget. 


Sources within the Social Democratic Party inform BERLINGSKE TIDENDE's Weekend 
Edition that these ideas and proposals probably have been received somewhat more 
positively than normally because they have, in that way, wanted to "shut up those 
who jabber,” i.e. the left wing of the party. The sources also state that they 
probably will attempt to reach a rapprochement among the defense agreement parties, 
among other things, in respect of a proposal for coordination of the defense efforts 
under the Ministry of Defense and the defense efforts under the Ministry of the 
Interior. According to the said sources, these attempts will be made by the so- 
called ll-member committee, which is a committee of politicans fron the parties 
supporting the defense agreement, and which does not include the Radical Liberal 
Party. 


On this, the defense policy spokesman of the Liberal Party, Arne Christiansen, 
says: "These questions have not at all been raised within the ll-member committee, 
and it can never become the right forum either: The Liberal Party does not wish 

to refuse to discuss it, but I regard it solely as an effort, in response to 
pressures from the Radical Liberal Party, for acceptance of the idea of a total 
defense committee. But we do not want to use it to have the Radical Liberal Party 
rejoin the defense policy discissions, and one certainly ought not to start 
manipulating the grants in order to please them." 


But in addition to the cuts in the capacity of the civil cefense by 50 percent, the 
backgrou! these problems of grants, especially in times of austerity, is the 
fact that lanning of the civil preparedness, to ensure the ability of the 
society to continue to function in times of emergency and war, leaves much to be 


desired. The four most important, but most neglected, areas are the supply pre- 
paredness and the EDB preparedness, the civil preparedness of the municipalities, 
and the sanitary preparedness. 


Lauritz Hvidt, chief of administration of the Civil Defense Board, tells the Weed- 


end Edition of BERLINGSKE TIDENDE: "We have got no functioning supply preparedness; 
we are many times worse off than we were during World War II. It is a disastrous 
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shortcoming. The administration of the state is, to an increasing degree, based 
on EDB, but there is no EDB preparedness as to how these particular problems are 
to be so’ved in a war situation. We do not even know who is the coordinating 
minister for this. We have asked a couple of municipalities, together with us, 
to look into the possibilities of making a preparedness plan for a municipality, 
and in the area of sanitary preparedness, it appears that the Ministry of the 
Interior will now set up a committee to look into the matter. That is where we 
stand today." 
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MILITARY FRANCE 


AIR FORCE ORDERS TACTICAL RECONNAISSANCE SYSTEM 
Paris ELECTRONIQUE ACTUALITES in French 15 Feb 82 p 6 


‘Article: "The Air Force Orders a Tactical Aerial Reconnaissance System from 
MATRA" | 


[Text] The French Air Force has just designated MATRA [Mechanics, Aviation and 
Traction Co] (Electro-Optical Systems Division) as prime contractor for the air- 
transportable ground stations to be integrated into the French tactical aerial re- 
connaissance system. This is the first installment of a contract totalling Fr 290 
million that has been awarded to MATRA. Total delivery of the equipment is planned 
for 1984. 
The entire "ground" facilities will comprise mission preparation and flight direc- 
tion, operational communications, the image-reception systems and the interpreta- 
tion equipment, and the cabins, which are to be air-transportable by C-160 Transall 
or C-130. 


MATRA is responsible for designing and constructing the complete ground stations 
for the Mirage F-1 reconnaissance-version squadrons, with each station comprising 
seven to nine air-transportable cabins, making the station an entirely autonomous 
system. 


Among the principal subcontractors are ELG [expansion unknown], Enertec, SAT [Inde- 
pendent Telecommunications Co], Sintra and Soro. 


A computer-interacting system--of entirely original design for reconnaissance mis- 
sions--does all the calculations and furnishes to the pilot, in a short time, a 
"deplinav" [navigation layout], a reproduction of the navigation map comprising all 
of the elements necessary for the mission, and a cassette for loading these data 
directly into the airplane's navigation computer. 


This equipment, which provides the pilot with tactical information, the weather and 
the plotting ground, is associated with a flight-direction console for planning 
raids and tracking missions in real time. The system can be used by other tactic- 
al-reconnaissance airplanes, and by the Mirage 2000 in particular. 


The image-interpretation system uses the images stored either on film, picked up by 
a high-resolution TV circuit and digitalized, or on high-density digital magnetic 
tapes. The images interpreted can be stored or sent to the General staff by means 
of a telephoto system. 


MATRA stresses that this brand-new system opens up important export prospects. 
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GEN& CYPRUS 


DETAILS OF USSR OCEANOGRAPHIC RESEARCH SHIP PROVIDED 
Nicosia 0 AGON in Greek 7 Feb 82 p 10 


[Text/ The brand new oceanographic research ship Vites arrived in Cyprus on 3 
February 1982. The ship, which belongs to the Russian Academy of Sciences, has 
been recently constructed (December 1961) in the Ziedzik Shipyards in Poland. In 
a special press conference in the afternoon of 4 February, a group of scientists 
and officers gave a great deal of information regarding the purpose of the visit 
and the methods used in oceanographic research. 


The vessel came to Cyprus following a special agreement between the Soviet Union 
and the Republic of Cyprus. All findings from the research efforts which will be 
conducted within Cypriot territorial waters will be made available to both 
countries. The research will be done underwater with geological and geophysical 
objectivies during the first stage. During a second stage the search may be 
extended to archeological findings (mostly through photography). In general there 
will be an effort to study geological and geophysical elements of the seabed and a 
general survey of the seabed in the area of Paphos. At the same time, there will 
be a determination of the methods utilizing the new techniques. The vessel will 
return to its base in the Plack Sea on 25 March. The ship has a crew (scientists 
and sailors) of 126 persons. It is 111 meters long, 16.6 meters wide, 6 meters 
below the water line, 6,300 tons [displacement/, and has two diesel engines totaling 
6,400 horsepower and a maximum speed of 16.7 knots. The vessel has two computers, 
a bathyscaphe capable of going down 250 meters below the surface, a special divers’ 
bathysphere where the divers can stay submerged to up to a week and all the other 
instruments and means for the accurate survey of the seabed. Three familiar means 
will be used for the underwater surveys: a) divers, b) underwater devices with 
scientists and c) remote control underwater devices with sensitive audio-visual 
systems. 


Included in the group of scientists is Professor Annisienko who led a similar 
mission to Cyprus in August 1981 on the oceanographic ship Argonaftis. He outlined 
the program of that mission and its achievements and spoke of the participation of 
Cypriots (I. Neofytou and S, Eleftheriou) in the studies. He then spoke of the new 
surveys planned for the Paphos area and noted that, in addition to the Russians, 
there will be Bulgarians and Cypriot I. Neofytou participating in the project. 


Professor Gorotsinski, chief of geophysical studies at the Institute of Ocean- 
ological studies in the Soviet Academy of Sciences who is in charge of the mission, 
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spoke on the general progress of geophysical and geological studies throughout the 
world. He further underlined the significance of the Troodos Mountains in studying 
the development of the Mediterranean basin. The Troodos Mountains consist of 
geological concentrations several million years old and are the oldest mountains 

in the area. The study of the seabed and the tracing of the extension of the 
Troodos range into the sea may lead to significant conclusions. The current 

theory on the movement of oceans may be further developed with oceanographic 
studies, especially in the area of Cyprus. 


To a journalist's question of whether the mission has military objectives as well, 
the answer was that the project is purely scientific. It mst be noted, however, 
that above the captain's desk on the ship there were large and very detailed maps 
of Kposkopi, Dekeleia, Akrotiri, Paphos, Limassol and other areas of Cyprus. To 
another question of whether the survey will be extended to archeological research 
the answer was negative for the time being but it should not be ruled out in the 
future. In any event, all findings will be photographed before any underwater 
excavation is undertaken. 
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GENERAL CYPRUS 


BRITISH SURVEILLANCE OF SOVIET SHIP CHARGED 
Incident Reported 
Nicosia KHARAVGI in Greek 10 Fel 82 pl 


/fext/ Paphos (from our correspondent )--British aircraft based in Akrotiri 
continually annoy the Soviet oceanographic research ship "Vites" which is conduct- 
ing wceanographic surveys off the coast of our district. 


As reported to us by eyewitnesses, British military aircraft--one at a time--fly 

several times a day at low altitude over the vessel which is currently operating 

near the Kissonerga coast. The obvious objective of these provocative actions is 
the contiming harassment of the Soviet scientific vessel and the surveillance of 
its work. 


By their behavior the British military authorities violate Cyprus' sovereignty 

and aim at harming relations with the friendly Soviet Union. They also are trying 
to prevent a survey which could bring to light precious materials in the underwater 
area and on the island's continental shelf, 


British Denial 
Nicosia KHARAVGI in Greek 11 Feb 82 pl 


[Text/ A spokesmen of the British base in a statement reaffirmed our report 
published yesterday about the RAF surveillance of the Soviet oceanographic vessel 
Vites which is currently conducting scientific surveys off the coast of Paphos. 

The spokesman, however, in order to tone down the adverse impression said *+hat the 
RAF plane was returning from a training flight and "noticed Vites outside of Cyprus 
territorial waters." The British spokesman claimed that a plane of this type does 
not fly at low levels--below 500 feete-and that the RAF does not harass vessels 
engaged in "legitimate missions." 


Ne we wrote yesterday, the British provocation caused the Cypriot public opinion to 


become indignant and demand that the government take the proper steps to protest 
to the british authorities. 
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GEN SRAL CYPRUS 


LIBYAN OFFICIAL'S LECTURE STRESSES UNITED, INDZPENDENT CYPRUS 
Nicosia KHARAVGI in Greek 3 Feb 82 p 8 


[text/ Ahmat Siakhati, secretary of the Organization of Socialist and Progressive 
Parties of the Mediterranean Countries and secretary of the Institute for the Jtudy 
of Colonel Qaddafi's "Green Book," gave a lecture last night at the "Filoxenia" 
Hotel on the achievements of the Libyan revolution and the theory of the popular 
socialist state on which it is based. 


Siakhati who is one of the most outstanding Libyan leaders and associate of Colonel 
waddafi said that the core of this theory is that all commodities must be equally 
distributed to the people and that all the people participate directly in their 
soverning through peoples' committees. Also the entire people are trained in the 
use of weapons and are being armed because only in this way will they be able to 
defend their conquests and become truly undefeatable. 


Siakhati also spoke of Cyprus and expressed the solidarity of the Libyan people 
to the people of Cyprus. The Cypriot people, he said, must live independent and 
united in an independent Cyprus. 


Siakhati was introduced by Svelthon Georgiadis, chairman of the Cypriot-Libyan 
Association. He praised the struggles of Siakhati and the Libyan people in the 
fight against imperialism, hunger and deprivation. 


The lecture was attended by Ministers of Industry Kittis and sducation Konomis 


and many other officials and leading members of the commercial and intellectual 
world. 
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GENERAL CYPRUS 


BRIEFS 


DECISION ON PALESTINIAN CONVICTS--AGON has exclusive information that President of 
the Republic Kyprianou will decide in the next few days whether to pardon Samir 
Qatar and Zayiet Ali. «a ording to these reports the interested parties have been 
told indirectly about this development. A petition for the pardon and safe 
departure from Cyprus has been submitted by the two Arabs and has been pending 

for the past 3 years before the president. Samir Qatar and Zayiet Ali were initially 
sentenced to death for the murder of Sebai. Later the sentence was commted by 

the president to life imprisonment. As we had reported “trate. the government 
of Iraq officially expressed interest in the fate of the Arabs. ext/ /Nicosia 

O AGON in Greek 10 Feb 82 p 1/7 7520 
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GENERAL DENMARK 


BRIEFS 


CULTURAL PACT JEOPARDIZED--On the background of the events in Poland these days it 
may seem rather self-ironic that a cultural agreement between Denmark and Poland 
is now being made public in which specific conditions established are a free ex- 
change of people and information of all kinds, guest visits in many areas, and 
cooperation in scientific fields. The closed border forbidding the entry of all 
foreigners and only allowing Poles to leave with special permission casts a bad 
light on the agreement. The agreement comes into effect 1 April next year, and 
it is valid for 3 years. It speaks of guest visits in areas such as theater and 
music, cooperation on problems of health, technology, agriculture, and veterinary 
medicine. The intention is to improve the possibility for Poles to learn Danish 
and for Danes to learn Polish. A framework is set up for visiting lecturers and 
scholars. In the scientific field, plans have been made for an exchange program 
among school children. For grown people there will be direct contact between 
Polish information institutions and the Danish Commission of General Education. 
[Text] [Copenhagen BERLINGSKE TIDENDE in Danish 15 Dec 81 p 7] 9124 
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GENERAL FEDERAL REPUBLIC OF GERMANY 


MISSILE COMPANY HEAD DISCUSSES ARAB WORLD, OTHER DEALS 
Beirut ISTRATIJIYAH in Arabic No 3, Jan 82 pp 27-31 


[Interview with Frank Wukasch, president of Otrag by Nasir Muruwwah in Munich: 
"Otrag Has No Military Designs and We are Prepared to Accept Oversight"; date 
not specified] 


LText/ Otrag is a missile which has caused a great noise and tumultous rumors. What 
is the story behind it? What is its relationship with the Libyan Arab Jamahiriyean? 


Libya has sustained numerous accusations because of it. The Western media have in- 
vented the tale that Libya has a nuclear weapon and, through Otrag, is trying to 


obtain a missile which will be able to bear this weapon and set it off at the right 
place. 


Much argument has been provoked on these tales, while Col al-lecdhchafi has been con- 
stantly asserting that Libya is striving for nuclear sctivity for peaceful purpcses. 


ISTRATIJIYAH sent our colleague Nasir Muruwwah to Munich to meet the president o' the 
Otrag company, to get a picture of the true nature of this company, its activity and 
its objectives. Herewith is the text of the meating: 


Frank Wukasch, president of the Germen aerospace firm known by the name Otrac, is a 
young man of 37 who has a command of German and English and the ability to speak 
French. Wukasch is not the only young man in the company. In fact, it is youth which 
distinguishes it from other companies active in space technology; none of the people 
working in the campany are beyond the age to which this definition might apply. 
Perhaps the insistence that the people working in it all should be young, just like 
the resignation or dismissal of its former president, Kaiser, and the repeated state- 
ment that the company has completed its activities in the Libyan Jamahiriysh, is the 
third aspect of the campaign Otrag started in the desire to defuse the opposition it 
encountered in its efforts to develop German technology in the missile fiela. 


When we reached Otrag's offices in Munich, we thought about the veracity of the item 

of news the French magazine L'EXPRESSE had published, stating that Otrag was determined 
to leave L‘bye. Or Wukasch wanted to learn who we were and when we presented him with 
the prepublication issue of ISTRATIJIYAH, and he proceeded to thumb through it, he 
Peused at a picture of Col al-Qachchafi and said, "We have left Libya.” When we 


told him "We have just read an item of news stating that you are determined to leave 
Libya soon,” he replied. 
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"Not at all. We have ectually dome so. We left the Libyan Jamahiriyah 2 months 
ago, taking all the workers out of it after completing our technical work there.” 


Why? 
"That was a management decision!” 
{I askeg/ "Was it just a management decision?" 


fHe saig/ “Of course. We observe the development of political conditions in var- 
ious African countries, but the decision to stop working in Libya was a management 
decision. You know that everyone has been saying that Otrag has military designs. 

I have besn managing this company for e year and a half and during this time I have 
not ceased to assert that Otrag does not have any military designs. But no one wants 
to believe that. The situation has even qot to the point where I presented a recom- 
mendation to the United Nations, to its Space Department specifically, to form a 
committee to conduct oversight on Otrag, and we are fully prepared to accept this 
oversight. Our job is technical commercial work, not anything else, and its goal is 
the manufacture Gf launching systems carrying cargoes or payloads into space at low 
cost in the service of commercial transportation. Our work is not military." 


/Quest iop/ So there is no truth Lo the statements made about your intention to leave 
Libya, since you essert that you left it 2 months ago!" 


JAnswer/ That's right. Perhaps it was 3 months eqo. 


/Question/ Two or 3 months. Isn't this happening at a time when there is a lot of 
of talk about pressures the Americans are exerting on the Europeans to boycott Libyd# 


/Answer/ That has no connection with our decision. Our decision wes made of our 
own will. You are aware that we began our work in Zaire. After we launched three 
tests there we faced a political and press attack. The countries bordering on Zaire 
started attacking us, saying that Otraq was a company that had nuclear objectives 
and that its missiles consisted of systems that were aimed at carrying nuclear war- 
heads. Many otner exaggerated statements also circulated. That was followed by a 
violent political, financial and legal campaign. In April 1978 Mobutu asked us to 
stop carrying out the contract we had signed with him. We had to continue our sci- 
entific experiments and we kept looking for a country where the Zaire experience would 
not be repeated. We held discussions on that with 12 countries in various areas of 
the world and obteined agreement from a Latin American country. 


/Question/ Brezil? 


/Answer/ A Latin American country; that will suffice. There were also Middle East- 
ern countries. However, we finally decided on Libya, although there were no con- 
tracts or compensation. 


{Quest ion/ Was your ebrogation of the contract made with Zaire in 1976 a final 
decision? 


[Answer/ Yes, it was a final irrevocable decision as of 1978. 











/Question/ Although its term was to expire in 2000? 
/Answer/ No, it expired in toto. 


[Quest ion/ That is, you no longer have ea presence there, even the right of full 


enjoyment of territory that you acquired in Shaba and the infrastructure you built 
there? 


{Answer/ Yes, including the right of full enjoyment of the infrastructure and so 
forth. However, we first must agree on the meaning of the expression “infrastruc- 
ture.” Some of these infrastructures are nothing but myths fabricated by some news- 
men. They spread about the rumor that we had tremendous underground installations 
but that is not true. We hed a small launching pad, a workshop, a supervisory 
center, some equipment, and housing for workers and employees. In brief, we had 
everything you might find in the possession of an organization of our size. 


/Auestiop/ Wasn't there an airport? 


/Answer/ Yes, the airport is still there. However, it is now abanuoned and there 
are no employees, fuel, materials or meteorological facilities in it. Therefore 


I believe that the tropical jungle has encroached on it, and if it has not actually 
disappeared, it will in a few months or years. 


Jiuestion/ Aren't you trying to corncaal the political nature of the suspension of 
the contract with Zaire, when you attribute it to a decision by Mobutu? Wasn't the 


contract suspanded as the result of a visit by Chancellor Schmidt to a number of 
African countries in July 19777 


/Answer/ I believe there is some connection between this visit and the suspension 
of the contract. We know that Mobutu faced political pressure to suspend the con- 
tract. The pressure came from Schmidt and Giscard D'Estaing specifically. 


[Quest ion/ Why Giscard D'€staing? 


/Answez/ | believe that the matter is related to French interests in that region. 


However, let me state clearly that it seems to me that the whole world wants Germany 
not to build missiles carrying low-cost payloads. 


fiuestion/ Do you realize thet the French newspaper LE MATIN, which was part of the 
opposition and has become one of the newspapers supporting the Socialist govern- 
ment today, mentioned at the time that President D'Estaing, “according to informa- 
tion that he hed received from intelligence,” ordered a plane to fly over Shaba and 


inspect the site thers and that he put pressure on Mobutu only because of what the 
air reconnaissance had discovered? 


ZAnswar/ I do not know everything that happened at the time of the abrogation of 
the contract, but I am confident that Schmidt and Giscard D'Estaing put pressure on 
Mobutu at the time and gave him many promises, for instance to provide him with 
money as en alternative, economic and even military aid and support, ana so forth. 
Sut they were just promises. Therefore, after Otrag left, Mobutu lost everything 
and he is biting his fingernails now. 








/Questiop/ You say that the whole world wants Germany not to build missiles beer- 
ing low-cost payloads. While it is possible to understand Giscerd D'Estaing's 
position (since you say that he opposed you to protect some French interests in 
Africa), it is not possible to understand Chancellor Schmidt's position on the basis 
of this interpretation. 


/Answer/ It is a long story. It began with our first successful missile launching 
test. After that the countries bordering on Zaire started talking about “Otrag's 
military objectives" and the military missiles and payloads our missiles were carry- 
ing and saying they were of a military nature. The source of this campaign was 
basically the left-wing press. Then Mr Brezhnev started talking about the German 
threat to peace-loving African countries. Some American newspapers began telling in- 
credible stories, asserting for exemple that Otrag was a creation of the Central 
Intelligence Agency or that we were conducting experiments to build cruise missiles 
oar missiles with nuclear equipment. S8rezhnev continued writing to Schmidt on this 
subject, and during his visit to Germany he broached the subject with Chancellor 
Schmidt again. I believe that Schmidt, who wee accused at that time of establishing 
good relations with the Soviets, was compelled to, or, if we wish to speak in the 
lanquage of the community of you journalists, it is possible to say that Otrag paid 
the price for Ostpolitik, that is, the price for the policy of detente. Let us not 
forget that we lost World War Two and there ere agreements that stipulate that 
Germany does not have the right to produce large missiles that can carry significant 
loads. There are many other things I could bring up in this regard, but I must ask 
you to excuse me for not being able to speak at length on this subject. We are now 
in the stage of reorganizing ourselves and our company under my management. I am 
now trying to “normalize” relations w*th Bonn. I have achteved some success to this 
end. Therefore it is not beneficial to go back over subjects that now belong to 
history. In any event, you now know a number of the main points in this case, and 

I hope you are convinced of them. Let us not go back and resurrect history, the his- 
tory of the period when Mr Kaiser was the head of the company. He has now left the 
company for good. He owned 74 percent of the stock in it, and he has sold it. He 
no longer has any connection with the company. 


[Quest ion/ You told me that you became the president of the Otrag a year and 4 
half ago. 


lAnswer/ Yes, a year and 7 months ego to be specific. In that period, Kaiser was 
not president but he had a connection with the company. Now he hus even sold his 
stock in it. Since I assumed the presidency, I have brought in & new program for 
the production of low-cost small missiles and some large missiles with payloads. I! 
believe that this industry, with its two seqments, small and large missiles, is bio 
"business," a major industry that can realize much profit. 


ZQuestion/ You said that Kaiser had 74 percent of the stock in the company. What we 
have read in the papers is that Otrag consists of 600 shares owned by a number of 
German industrial firms. 


/Answer/ Otrag's shares are owned by individuals. We have 1,500 shareholders. In 
Germany there is an expression which terms this king of shareholder a “gesellschaft" 
(a limited partnership company, in Arabic) -- that is, people offer financial parti- 
cipation and share in the profits without being shareholders or owners. It is just 
Perticipation in the profits and losses. 
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/Questiop/ You are of the second generation then; you are still 37. 


lAnswer/ Yes, but I am not the only ons. Some newspapers have said that Kaiser was 
a former student of Peenemuende (that is, the institute where Diebus and Von 8raun 
worked, who produced the V-l and V-2 missiles for Hitler in World War II). that is 
an egregious error. Kaiser is a few years older than me and no more. He is now 43. 
Therefore neither of us was connected with the Peenemuende institute, and we have 


nothing to do with the subject of the development of rockets for use in military 
ob jectives. 


/Quest iop/ What about Diebus? 


/Answer/ Diebus was the chairman of the board, or chairman of the council of over- 
sight that oversees the president and the board. In 1975 we talked with Von Braun 
and Kurt Diebus, and Diebus agreed to head the oversight commission. 


JQuest ion/ But Diebus was one of the deans of Peanemuende, isn't that so? 


/Answey/ He left us a year and a half ago. The reason for his departure was his 
age. He is now 74 and has numerous health problems. 


ZQuestiop/ It is said that you were 30 engineers, including @ generetion of old 
people and a generation of young men; it is said that Diebus was looking for old 
German scientists who had spread out over the world, especially in the United States, 
and that they are all in Otraq. Isn't that correct? 


fAnswec/ Not at all. It is not correct. Diebus wes just the head of the oversight 
council. He provided us with much advice, perticularly in the technical field. He 
would tell us “change this and replace it with that." Or he would say “’e in the 
field of American missile manufacture did such-and-such." That was his task. How- 
ever, he did not get in touch with any of the people who worked at Peanemuende. If 
you had been here to review the movie the 88C prepared on that subject, you would 
realize that it is nonsense. 


Von Braun and Diebus put the Americans on the moon. However, they left the American 
NASA (National Aeronautics and Space Administration) around 1974. Diebus came into 
our company's oversight commission toward the end of 1975, that is, 2 years later, 
and left Otrag in 1980 for reasons of health and age. 


/Quest iop/ What about Von Braun? 


/Answez/ He did not join in with us, but he knew our work, He wrote us a paper on 
the aid Otrag could provide for developing countries, but he did not come into 
our organization. He remained committed to the Anerican NASA, 


JQuest ion/ So you are 30 engineers of the same generation. 


/Answer/ Yes, we ere all young people. I am the oldest. We are all graduates of 

the College of Space Engineering and Aviation. Some of us are 24 or 25. We have 
started working to apply Kaiser's idea, which maintains that the years of the eighties 
will witness a tremendous demand for space transportation. If we can manufacture 
units consisting of clusters 7f propelents with assembly-line production, with mater- 
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ials drawn from ordinary industry, we will have realized a tremendous project. We 
are indeed taking pipes from various industries--electric motors from the automobila 
industry, valves from the chemical industry, and so forth. Therefore ours is not an 
aerospace industry particularly; it is a machine engineering industry. 


/Question/ It seems to me that you became the president of Otrag under political 
pressure. Thus it seems that the pressure was aimed at persons whose names were 
connected in one way or enother with Peenemuende, in order that Otrag to come out 
into the open in eae new form: 


/Answer/ We have no connection with the old generation. We have no link with Diebus 
or Kaiser. We are new young engineers whose goal is to manufacture space transporta- 
tion vehicles at low coset by applying industrial methods and progrems. 


ZQuestiog/ My question was more political than your answer implied. I meant that 
the improvement of your relations with Bonn coincided with the establishment of a new 
management that had ssvered its relations with the older generation of scientists 

who had the effect of inciting touchy reactions with the Americans, the Soviets, the 
Europeans and others. Did that transformation occur without pressure? 


Answer/ I must say that missile manufacturing technology has developed immensely. 
The knowledoe of the alder generation and the expertise of the old experts was of the 
utmost value, without aroument. However, the technology of Peenemuende has been 
outstripped by time; it is no longer possible to work with it. It constitutes the 
oreliminary stage of space technology. It represented good ideas in its time. Now, 
owever, the work is done through computers, and (istiber) motors are totally dif- 
ferent. I work in the field of applied space technology, in the field of assembly- 
line industry. The idea is that we can produce missiles the way Volkwaqen or Peugot 
automobiles are produced. This is the idea behind Otrag, and it is totally differ- 
ent from the notion behind Peenemuende. 


/Quest iop/ However, Kaiser was not of the Peenemuende generation: why did he leave 
Otrag? 


/Answer/ He was the president of Otrag, as you know, the man who initiated the idea 
behind it, and the owner of the majority of the stocks in it. However, he held ne- 
gotiations that the company managers were not aware of. He took individual decisions 
without informing any of the persons concerned about them. After our fourth test (on 
1 March 1980), in Libya, we met with a new attack from Chancellor Schmidt and Gen- 
scher. The result was that our financial base shrunk, after the government had 
determined to give warnings to all the people financing Otrag and put pressure on 
them. Thus the major shareholders considered that Kaiser had to leave the company 
and that our activity in Libya was harmful to the company. We got in contact with 
Kaiser and informed him of these developments. He sold his shares and left the com- 
pany. Now I am trying to establish normal relations with Bonn. I will negotiate 
with the gentlemen in Bonn to seek to establish a new launching pad for a new program 
called "scientific research on small space missiles." Kaiser's project involved large 
missiles, that is, the employment of large missiles for subsequent commerciel ex- 
ploitation. I however found myself compelled to change the program, rely on smell 
missiles and settle for lower profits, after which we would be able to go back to 
large missiles. The small missiles are space missiles that have been tested end go 
into outer space but do not revolve in orbit around the earth. Rather, they perform 
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a scientific mission at a high altitude thea return by parachute to earth, where it 
is possible to reconstruct the scientific and industriel experiments. This is the 
difference between lerqe missiles with large payloads that rotate around the earth 
and small ones. 


ZQuest ion/ Following the leunching of the first missile on 17 May 1977 in Zaire, 
one of Kaiser's aides, perhaps you, said that it would be in your power to launch 
a large payload in 5 years (that is, around 1982). How far have you gotso fer? 


ZAnswez/ That is no longer the case. In any event, all the old plans related to 

the space shuttle have been delayed, and the same is the case with respect to Otrag. 
Our delay may be @tributed to the political and financial pressure we have been ex- 
posed to, not to speak about legislation, which does not allow Otrag to produce 
Propulsion bodies and units here in Germany. This is a leqal action that also has the 
goal of putting pressure on Otrag. 


/Question/ Do you mean the Potsdam Agreement? 
/Answez/ No, a new German law thet was enacted just in 1978. 
Liuestiop/ A special law against Otrag? 


/Answey/ Yes. Therefore we call it the eax-Otrag law, that is the law on the former 
Otrag. 


JQuestiop/ Therefore you are compelled to work outside Germany? 


/Answer/ Yes. Therefore you will find nothing here but administrative offices. The 
fact is that compslling us to emigrate has harmed the German economy. Our plan was 
based on creating 2,000 job opportunities. There is much unemployment in Germany, as 
you know. Our industry is also a great source of profits and consequently of sup- 
port for the domestic German economy. 


Lauestion/ Who are your likely clients? 

/Answer/ All governments of countries that cannot produce such missiles (the Third 
World), and aven industrial countries that need to send up communications, television, 
broadcesting, meteorological or surveillance payloads. Everything the United Nations 
allows in the realm of the use of space for peaceful purposes. 

JQuest top/ Why this insistence on peaceful purposes? 


/Answes/ Secause a private Garman organization cannot work on military objectives. 


/Question/ Why not? 


/Answer/ Because of the laws and because of politics. I am not talking of course 

aoout the major companies like M88, which is active in the field of smell anti-air- 
craft and anti-tank missiles, but I am saying that it is out of the question for a 

West German Company ‘< work in the field of large missiles. 








/duestion/ Kaiser, before you, said "Our task is to produce missiles thet can cerry 
any type of load and are cheap. We will sell them to the people who want to buy 
them, be they on the left or on the right." This sort of talk raises the possibility 
of the military use of missiles. 


/Answer/ It hes the same capability that ordinary trucks possess, for instance. You 
can use a truck to carry agricultural materials, pharmaceuticals, commercial goods or 
military material. The truck in itself is not a military tool. However, it can be 
used for military purposes. Otrag has not missed a chance to declare clearly that 
the production of missiles with payloads is our mission, in the sense that the mis- 
siles will remain in our possession as we are shipping the load the client wants us 
to carry into outer space. 


JQuestiop/ The missiles remain in your possession? 


/Answer/ Yes. We sell only a service. We are aerospace transportation men. 
/Quest1op/ Whe produces the spece loed? 


/Answer/ There are two possibilities: we can sither produce it ourselves or buy it 
for the client. That is, you can buy a payload from the United States, for example, 
or from Japan, and then we can launch it in our missiles; or we ourselves can under- 
take to manufecture the load and provide the service of launching it as well. 


/Question/ You can produce the payloads? 
/answez/ Yes. 
/Question/ Have you produced payloads so far? 


/Answaz/ We have, but we have not launched them. We are in the stage of developing 
loads and structures, and structures for high-altitude surveillance with small rockets 
guided by systems on earth. 


/Ruestiop/ Can you imagine taking over the production of the “Arabstat” which the 
United States recantly expressed its refusal to carry out? 


LAnswer/ This market is very important, naturally. However, it will not be in our 
capacity to carry it out for another 2 or 3 years. The reason is that we have not 

yst launched an orbital load. We will need 2 years to do so. What is important is 
that we are ready for_anything as long as its purposes are peaceful. Military pur- 


poses are restricted to the great powers. Private companies, especially the German 
ones, cannot engage in these. 


/Questiop/ You started talking again about peaceful purposes. I do not believe that 
you are telling me that when you have developed your ability to launch a missile you 
will not be able to turn this ability to military ends! 


JAnswez/ That is also the case with the French Ariane, which is for peaceful pur- 
poses. However, there is an importent point that must be raised bearing on the goal 
of constructing a given system: Is it for militery purposes or not? It is not, in 
the case of Otrag. Otrag's is a missile using liquid fuel comprised of kerosene 

and nitric acid. Nitric ecid is a powerful acid anc strong oxidizer which cannot be 
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used for military purposes. The fuel used for military purposes is dry, because dry 
fuel can last for decades before being used. However, under Otrag's technology, 

you cannot keep it more than a few hours. Therefore it is necessary to launch the 
missile at once. This is the philosophy of low-cost missiles. The waiting period 
after the space rocket is filled with pressurized air must not exceed a few minutes, 
that is, enough time for the inspection and countdown for tekeoff. 


Then the matter is not confined to that alone. It is easy to launch a missile into 
the atmosphere; the great difficulty is bringing it back to earth. Military purposes 
need a “re-entry” technology. For this reason technology does not allow our missiles 
to be used for military purposes. The atmosphere around ihe earth generates much 
heat. Missiles returning to earth come close to burning up in this atmosphere before 
returning. As you also know, speed is a basic condition in military uses. We bring 
the payload of our rockets back to earth by parachute, and military targets are not 
hit bv parachutes. 


/Quest top/ Don't your missiles have strategic value? 


/Answer/ They are "vehicles," as I have said, carrying a useful load into outer 
space. We, as a German private company, are not allowed to buy or sell military 
technology. 


{Question/ However, let us take the example of trucks which you have used. There 

are countries that do not possess trucks at all, there are countries which possess 

a few trucks, and there are third countries which possess thousands of trucks. Doesn't 
that alter the balance of power? 


/Answer/ That is trus, but a basic question remains, namely! is this system capable 
of military uses or not? I believe that a system that uses liquid fuel, lacks an 
internal guidance system, and does not possess a re-entry technology is not of mili- 
tary strategic value. 


Livestion/ So why are the Soviets afraid of your outflanking the Potsdam agreemant?? 
/Answer/ I believe that they do not want third world countries to acquire low-cost 
missile technology, because ground surveillance, which the United Nations considers 
peaceful, is no longer that in the Soviets' view when a given country uses it to 
Observe what is going on on Soviet territory. Perhaps that is what the Soviets do 
not want, and therefore they do not went us to deliver these payloads to the 

Third World countries. 

/nuest ton/ You say deliver, not transfer. 

/Answer/ Because technology transfer is prohibited in this field now. However, if 
an Arab country, for instance, tells us “We have a load we would like you to launch," 
it can be done, and the Soviets know it. 

/Questiop/ Have you made launching service contracts yet? 


/Answer/ Not yet. There is some preliminary work on options. 


[nuastiog/ So how do you finance yourselves? 











JAnswez/ Through the shareholders. We will continue doing so next year and part- 
fally in 1983. This past year, contracts were signed for transmitting payloads into 
spaco. In 1984 we will start transmitting heavy loecs. 


{Quest ion/ Who did you sign these contracts with? 


/Answer/ With some governments and countries I do not want to mention. The con- 
tracts stipulate that there is to be no discussion of the contracts. 


[Question/ Is the Bonn government aware of that? 
/Answer/ To some extent. 


Aluestiop/ Talk about the third world brinas us back to the subject of your entry 
into and departure from Libya. You chose Zaire in 1974 and 1975 because of its 
proximity to the Equator, in order to benefit from the earth's rotation. You next 
chose Libya. Libya is not close to the Equator. 


/Answer/ But it does have a great lend area. We need a laroe area because of the 
jettisoning of the first stage of the rocket, which always falls to earth. In 

Russia the first stage of the rocket falls on Soviet territory. In the United States, 
it falls into the Atlantic Ocean. In India it falls into the Indian Ocean. In 

Zeire it fell to ground we rented in Shaba. In Libya it fell on the desert. 


Liuestion/ It has been said that the launching site you selected in Zaire was close 
to Lake Tanganyika, and that the missile's first stage fell into the lake or onto 
neighboring countries. 


/Answer/ Not at all. The land we rented was west of the Jake, and launching is 
always done from the east because of the earth's orbit. 


/Question/ Where can you find similar territory now? 


/anewer/ We are conducting negotiations for other territory or for a launching pad 
which will be by the ocean so that the first stage of the rocket can fall into the 
ocean. 


/Puestion/ In the American continent? 


LAnswer/ We are still conducting negotiations with about 12 countries in various 
areas of the world. Now, however, after my decision to develop the small missile as 
a first stage, I will just need a small area. There are launching pads in India. 
Trivendrum, for instance, is an international launching pad for scientific research 
space missiles where the Soviets and Europeans are working. There is a launching 
pad in (Birune) in Scandinavia, and Western European countries are conducting tests 
there. There is the (Buifa) base in Spain. There is a base in Canada, another one 
in Australia, a third in New Zealand, and so forth, for launching small missiles. 

We are determined to embark on that through the cooperative program. 


Jiuestion/ However, the countries you have listed are not on the Equator! 


/Answer/ Proximity to the Equator is not essential in the case of missiles that do 
not revolve in orbit around the earth. In the case of small missiles, we send 
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missiles up to a high altitude, and after the scientific experiment they come back 
by parachute. 


/Question/ Wouldn't the missile collide with the hot atmosphere, which would burn 
it up, on re-entering? 


LAnswer/ Only the scientific payload returns. Once again I say, here we are not 

in the military field. It is just intercontinental missiles that are launched at 
terrific speed and need a "re-entry" technology, that is, a technology for returning 
to earth and passing through the atmosphere surrounding the earth. In our case, 
however, "re-entry" takes place at a low speed, not in excess of the speed of a 
Concorde airplans. 


Jivestiop/ I believe that you have suspended the large missile. 


/Answer/ Not at all. We have not suspended for good. However, the issue that we 
are faced with is one of financial ability. We will continue our work on those 
missiles, but our production will require major financial resources. 


/Questiog/ Haven't you obtained Libyan financing? 


/Answer/ We did not have a contract with Libya and Libya did not take rent from 
us or give us aid. All that the situation entailed wes that Libya agreed to lend 
us the Oasis of Sabha. We left Libya unwillingly, because political pressure, un- 
fortunately, made us leave. 


/Question/ You abandoned your installations there? 


/Answez/ Not at all. We recovered evervthing. Do you realize that all the countries 
bordering on Libya complained about us tn the government in Bonn -- Egypt, the Sudan, 
Tunisia and Morocco? 


/Quest iop/ How are your relations with the Bonn government? How can Bonn inter- 
fere in your activity in Zaire and Libya? Is the West German government financing 
you? 


/Answer/ Not at all. The situation now is that since Kaiser has left the company 
and we have taken our equipment out of Zaire, and out of Libya, I have been con- 
cerned to “normalize” relations with Sonn. We are now conducting negotiations and 
I do not want to expand on this subject now. 

JQuestion/ Why, however, do you need normal relations with the German government? 
/Answer/ Because I want Otrag to operate in Germany, export its output from Ger- 
many and to be able to talk with Bonn about the use of a launching pad. Naturally 
there is a possibility that I may close my doors here and leave Germany. 
/Questiop/ Why don't you? 


/Answey/ I have no answer to that question. Perhaps because I am German! 


/Quest iop/ I mean, as long as Bonn does not give you aid, and everything it does 
stands in the way of your work. 
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ZAnswer/ Otrag is a German company. We ere governed by our legal and administrea- 
tive relationships in Germany. How do you want me to go to another country with 
all these workers and employees? It is not certain that the employees would agree 
to leave. When Otrag leaves Germany it will have to have financing from another 
country. 


/Quest iop/ The countries that finence projects of this kind are not negligible. 
Aren't you afraid that by hesitating you will fal! behind your competitors? 


ZAnswer/ It is not out of the question to think about leaving. If things in the 
next year or two do no: go as they should, I will leave Germany. That will be 
harmful for this sector of German industry, and it will put a stop to e segment of 
technological development in the country. Naturally I am free to leave Germany or 
stay. However, it is necessary to find a country that will protect Otrag political- 
ly and financially, and this is not an easy matter. 


/Question/ Can‘t your Libyan friends provide that? 


LAnswer/ I did not talk to the Libyans about this subject. It was Keiser who held 
the negotiations with Libya end I was not in on them. I have negotiated with other 
countries. Kaiser informed the managers of the results of his Libyan negotiations, 
and that was another reason why Kaiser left the cconpany. 


/Questiop/ Are you sorry you were forced to leave Libya? 


/Answey/ Of course. We could have stayed in Libya, or even in Saudi Arabia. We 
can cooperate with any country that is interested. 


ZQuestiop/ Can host countries benefit from your expertise? 
ZAnswer/ I do not believe so. There were no Libyans on the launching pad. 


/Questiop/ So what is the meaning of Dr Von Braun's talk about the possibility 
that developing countries can benefit from Otrag's services? 


ZAnswer/ He meant the air transport field. Transferring technology is conceivabie 
but it is complicated. It is more diplomatic than technical. Technology is codified 
and legislated in Germany as it is in many countries. I can imagine the establish- 
mant of cooperetion between Otrag and the Arab countries, though, especially since 
technology is cheap. However, the transfer of technology, in that it is the trans- 
fer of a technolooy, is forbidden. 


/Question/ Can you in Otrag train Arab and African technicians and experts, and 
axperts and technicians from the third world in general, since industrial countries 
do not need your services? 


LAnswer/ I suppose so. It is possible but it is contingent on government nagotia- 
tions. You know the touchy problems related to the transfer of technology; it is 
impossible for me to discuss that. with a journalist. Transferring Otrag's technology 
is out of the question. 


ZQuestiop/ Is there any likelihood of competition between your project and the Ger- 
man=French “Symphonie” project? 


93 




















/Answer/ No. Why should there be? Needs for the transport of payloads for sci- 
entific research, surveillance, television, communications, trade, meteorology and 
so forth represent a great demand, and even all the people working in this field, 
from the European Ariane to the American shuttle to Otreg and perhaps the new 
Japanese missile system, can work without competition. The market for payloads is 
vast and is expandino every day, making work available to everyone. 


[Quest ion/ In 1978 Kaiser said "We will be transformed into a battleground in the 
commercial field!” 


LAnswer/ That is a statement whose circumstances I do not know about. We have 
been the first private company in the world to work in the field of low-cost 
missiles, in terms of production, construction and testing. In Japan, however, 
there are companies that produce missiles 


/Questiop/ Therefore you can be beaten on the commercial level! 


lAnswer/ If you compare us to an American company in which 8,000 employees are 
working, I cannot say that it is not impossible that we can be beaten. However, it 
is difficult to fight and defeat our technology because it is an industriel 
technology, uses industrial fuels and will buy us ahead for a number of years at 
least. In this sense we will not be beaten. 


Question/ Doesn't that inspire competition? 


/Answer/ Not yet. However, I have learned that an American company celled (Berg- 
eron) I believe will try to build a low-cost missile, although that will tak. e 
great deal of money and time. 


[Que stion/ What is your assessment of Ariane? 


ZAnswer/ That is a system that the European countries created in order to be able 
to do without American space transportation services. After the failure of the 
launching of the joint load-carrying missile Europa in 1971, the Federal Ministry of 
Scientific Research and Technology started its first study in the field of low- 
cost load-carrying missiles; that was the start of Otrag's activity, and that of the 
company that was ahead of it in this field. I believe that Ariane is a worthshile 
system. It can carry a load of up to 2,000 kilograms in a fixed orbit in space -- 
= fixed-eearth trajectory. However, Ariane's most positive feature is the indepen- 
dence it offers with Ariane, Europe is no longer indebted to the services of the 
United States in the field of surveillance load transportation. Perhaps you are 
not aware thet the most profitable branch of this industry is communications and 
surveillance payloads. The Americans do not sell transportation and launching 
services in this field. It is the Interstat Consortium that dominates this in- 
dustry. It sells payload transportation and leunching services in the field of 
scientific research, but not in eny field releted to business. In their view, 
business and commercial fields are "national" ones, and Interstat does not offer 
services in anything thet is profitable. If you ask them to transport a scientific 
payload into space they will agree, but if you ask them to transport a telecommuni- 
cations or postal service payload, which is the field that brings the greatest 
profit, they will refuse. Therefore 15 years ago the Europeans started developing 
the Europe missile, which failed, then started to develop Ariane, which is better, 
because they have benefited from the mistakes of the Europa load-bearing missile. 
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The problem with the latter missile was not technical but mneqeriel, if the ex- 
Pression “managerial” is proper. Up until 10 years ago it was out of the question 
to manage British, French and Garman engineers together at the same time. Now, 
with Ariane, the situation has improved. Naturally it would have been in the 
Europeans’ power to buy America missiles, especially since that would seve costs, 
but the Americans refused to sell. 


[Quest iop/ Were the engineers the cause of the problem? 


lAnswer/ No, the engineers were excellent. However, their management was poor. 
Therefore the Europe missile failed. The project management did not know how to 
coordinate them. Launching processes are complicated, as you knows thousands of 
workers carry them out. There ere principal workers, branch workers, sub-branch 
workers, and so on. If any of them is slow in performing his work, or if any of 
them is ahead in his work, it is impossible to carry out the job successfully. This 
wes Europa'’s problem. However, the technology was excellent. I have direct knowl- 
adge of how the Luna spaceship was launched; I learned that from Or Kurt Diebus, 
who told me that the problem with the launching of Luna was one of coordination, 
that is, performance of the right job in the right place at the right instant. 

In the Luna launching process there were more than 20,000 branch workers and 
workers branching off from the branches. They must all function like members of 

a single symphony orchestra. That is management. 


{Questiop/ If you give your project the name of assembly-line manufacturing, how 
would you label the current missile industry? 


ZAnswer/ A craft industry -- "handiwork." Naturally, mechines are used to manu- 
facture missiles in this industry, but each missile is an individual one. We 
produce missiles and propulsion units and the flow of work is at the assembly- 
line level, in volume. 


[Quest iop/ Do you believe that your industry can play a part in the process of 
industrial redeployment? 


ZAnswer/ Ours is an importent industriel sector. When we built our missiles in 
Germany, we created a revolution in transportation; that is not to speak of its 
value in the export process. We now order 85 to 90 percent of our equipment and 
needs from existing industry, that is, from the plastic, chemical, machinery, 
electronic, and automobile industries, and so forth. Our course of activity 
therefore is beneficiel to the domestic economy. However, I do not believe that 
that will change the nature of German industry itself. 


Take for exemple the motor we use to open and close valves periodically. This 
motor works as follows: open, half-open, close, then half-open and full-open. 

The performance of this operation requires an electronic motor costing a million 
marks. We took an automobile window pc_ishing motor, wrich is a motor that this 
industry produces in large volumes on the assembly line. We tested it and found 

it to be dependable; we bought 1,000 of them and used them successfully. They cost 
just one hundredth as much as the other motor. 


LQuest ion/ Is your work administrative or technical? 














JAnswer/ Both. I am president of the company, as you know, but we can say that 
40 percent of my work is administrative and the rest is technical. 


Lnuestiog/ I heard you talking on the t@ephone about “Otrag's philosophy.” What 
is your philosophy? 


/Answer/ Our philosophy is to apply the techniques and systems that basically 
axist in industry. We take parts of the automobile, chemical and electronics 
industries, then carry out tests on them, under conditions of outer space, that is, 
shock and heat tests and other conditions that exist in outer spece. If we find 
that these parts can fundion in in our system, we use them. 


/Question/ In concluding this conversation, would you permit me to take a photo- 
graph of you? 


[Answer/ No, I do not want any pictures. 
/Questiop/ We must prove that this interview took place! 
/Answer/ No, I beseech you, there are no pictures of me and I do not wany any in 


the future. The problem is always the problem of the first picture. I do not 
want pictures. I want to remain unknown. 
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SENERAL FRANCE 


SNECMA RENOVATES TWO FACTORIES, PLANT LAYOUTS PICTURED 
Paris AVIATION MAGAZINE INTERNATIONAL in French 1-14 Feb 82 pp 48-53 
[Article by Roger Cabiac/ 


frext/ In recent decades, and more particularly since 1970, _ 

SNECMA /National Aircraft Engine Study and Manufacturing Co./ 

has prudently made considerable investments to increase its 

industrial. technical, and human potential, and to improve 

working ccnditions for its personnel. After putting the 

Ccrbeil plant into operation and creating a new head office, 

SNECMA has been engaged for the past two years in renovating 

Gennevilliers and expanding Villaroche. 
Like all industrial enterprises, SNECMA, at grips with aggressive interna- 
tional competition, and in orfer to attain world rank as an engine builder, 
had to invest in all domains. Buildings, general equipment, machine tools, 
production facilities, data processing, testing facilities--such have been 
or remain today the major directions of efforts brought to bear to improve 
productivity of this nationalized enterprise faced with the need to antici- 
pate the evolution of technology and products, and to adapt its resources 
and particularly its plant equipment to .he imperatives of competitiveness, 
including improvement of personnel working conditions. 


ilaving as its essential mission the study, development, and production of 
military and civil aircraft engines intended for national and international 
markets, SNECMA thus had to aim at the triple objective indispensable for 
any credibility: quality, price, and delivery time. 


It must have been thought that the objective had good chances of attainment; 
otherwise how explain the decision cf General Electric, whose managers are 

not poets, to cooperate with the French engine builder on the CF6 civil jet, 
and especially to enter into equal partnership with SNECMA to build the CFM 


56? 


The permanent adaptation of the industrial, technical, and human instrument 
to markets of such dimensions thus necessitated adcption of a policy of 


97 














multaneous investment in several sectors; consequently the number of di- 
itally controlled machine tocls grew from 10 in 1970 to 200 in September 
1951; trsting facilities have grown, to include an overspeed and volatiles 
SUEROO EA | test bench and a Super X installation at Istres; as have those 


informe ie. 

strial renovation of the Gennevilliers plant, expansion 
lant and its coordination with that at Corbeil, and gen- 
eralized computer assistance for design (CAO), drafting (DAO), and fabrica- 
tion (FAO) are t sential elements of the present effort. A visit to 
SNECMA cn 19 Jenuary was most informative on those points. 


4°) 
os 


/During the 19 January visit M Jean Sollier, assistant general manager of 
SNECMA stated that real estate and industrial investments planned bid ene 


b+) * 


be for machine » tenhe: Fr 2 pillion has already been committed, wholly 
self-financed by SNECMA./ fin boldface/ 


A rm” = - 
AT UuEn inevilliers 


Obsolescence cf facilities, need for improvement in working conditions, en- 
lareed operations plans, and evolution of techniques have led to renovation 
3 


of the Gennevilliers plant, a project which began in 1979 and will be co. 
pleted in 198%. Its major features are: regrouping in a specific structure 


of production facilities and subsidiary installations (a regrouping which 
concerns each of the three industrial sectors of the plant: forges, preci- 
sion foundries, machining); centralization by function of the publ.° utili- 
ty and service facilities (energy, warehouses, maintenance, administration); 


energy-saving activities (heat recovery); and better integration of the cen- 
er in its environment. 


Needless to say, this renovation is accompanied by modernization of equip- 
ment (3,O0CC-ton screw press, rolling mill, power hammer, forging machines, 
tunnel smelters, hardening vats with unimate robot, grinders). 


Ac of 31 December 1981, plant personnel numbered 2,058. 
expansion of Villaroche 


Assignment this year to the Villaroche plant of the mission of "final as- 
sembly and pilot engine production runs," and expansion of the plant in 
that sector are lorical, for it was at Villaroche that SNECMA had available 
complete propulsion testing resources, usable and in fact being used for 
reception of series production items. 


Simultaneously, three objectives have determined the nature of insvallations 
in progress: 


& 
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Construction of buildings required for final assembly, testing, and shipment 
of series production engines, and subsidiary activities. In view of the 
greater space factor per unit needed for civil jets, floor space reserved 
for military engines appears relatively small; 


Improvement of working conditions by construction of offices and a second 
restaurant; 


Rationalization of the plant as a whole by regrouping of activities and as- 
Signment of specific tasks to zones and buildings. 


The plannec work force for Villaroche by mid 1982 is 45285, compared to 3,295 
today. 


/In the context of the present investment yolicy, the Corbeil plant will 
continue to manufacture parts, except vanes, and will retain its administra- 
tive center, but will halt assembly of series production engines, and control 
of series production. Those activities will go to the Villaroche plant, 
which will continue research and development and testing of comronents and 
engines, and which in addition will be provided with an administrative cen- 
tere/ fin bold face/ 


SNECMA in 2O0CC 


Thus the future of SNECMA is taking form. Fitting into a long-range policy, 
the investments made by the national engine builder have benefited in recent 
years from a new drive and direction due essentially to the energy of its 
general manager, M Rene Ravaud. 


As he leaves his post, he can look back, with no cause for dissatisfaction, 
over the road already traversed. As the promoter of a policy which, concur- 
rently with the government's objectives in the military sector, has raised 
SNECMA to international standing among civil aircraft engine builders, he 
will very probably leave to his successcr M Jacques Benichou an enterprise 
which by the end of this year will have a production capacity two ano a half 
times greater than at was at the end of 1978, and one structured to provide 
seme 13,0CC jobs in 1985, compared to 11,400 in 1980. 


/Thanks to the investments it has made, SNECMA can face the increace in num- 
bers of engines to be produced. In 1978 that figure was 220 (50 civil and 
170 military); today it is 40C (170 civil and 230 military); by 19382 it will 
be 50C (430C civil and 20C military). The civil engines are CFM 56 and CF6 
types; the military engines are Atar, M53, and Larzac types. These figures 
do not take account of the Tyne and Olympus types./ /in boldface/ 
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Figure 2 





Figure 1: July 1981 general view of Gennevilliers center. Ringed in white are 
new installations envisaged in renovation plan: 1, forges; 2, energy building; 
3, precision foundry; 4, turbine vane fabricating shop, of which phase I is in 
operation and phases II (under construction) and III are hachured. 


Figure 2: October 1981 general view of Villaroche center. Ringed in white are 
new installations: 1, final assembly building for production civil and military 
engines, whose area is half that of the Place de la Concorde; 2, test prepara- 
tion building for production civil engines; 3, two new test benches for produc- 
tion civil engines, under construction; 4, computer building; 5, control and 
equipment building; 6, new research and development offices; 7, warehouse for 
storage of special fluids other than fuels. 
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